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WEDNESDAY, DECEMBER 7, 1955 


House or REPRESENTATIVES 
SprecraL SUBCOMMITTEE ON WaTER Resources AND Power 
OF THE COMMITTEE ON GOVLRNMENT OPERATIONS, 
Los Angeles, Calif. 

The special subcommittee met, pursuant to notice, in room 229, 
United States Post Office and Court House, 312 North Spring Street, 
Los Angeles, Calif., at 10 a. m., Hon. Robert E. Jones, Jr. (chair- 
man of the special subcommittee), presiding. 

Members present: Representatives Jones, Griffiths, Lipscomb of the 
subcommittee and Representative Edgar W. Hiestand. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, staff member ; and Robert Morris. 

Mr. Jones. The subcommittee will come to order. 

This is a subcommittee of the House Committee on Government 
Operations. This subcommittee has been ass“gned the task of review- 
ing the Hoover Commission’s Report on Water Resources and Power. 
mn I will introduce myself. I am Congressman Bob Jones of Ala- 

ama. 

On my right is Mrs. Martha Griffiths, a Representative from the 
State of Michigan. 

On my left—and I am rather reluctant to make any introduction 
here in Congressman Lipscomb’s own district, because it is hardly 
necessary. It is a great pleasure for us to come to California and 
review with you the water problems which confront your area of 
the nation. 

Before proceeding with the hearings today, I want to say that it 
has been my pleasure to have associated with me, as chairman of the 
committee, one of the finest Representatives I think I have ever had 
the pleasure of knowing. It is your own Congressman, Glen Lips- 
past, 3 I do not think I have ever seen a more devoted and more 
zealous Congressman than Glen Lipscomb. The people of California 
and the people of the Nation are indeed fortunate to have a man of 
his perception and abilities and his industry to represent you and us 
at the council table of national affairs. I wanted to say that and give 
expression to my great feeling for him. I have observed him in this 
work since September 23. I have watched his patience and his en- 
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durance, because it takes endurance to hold hearings almost every day 
_— September 23, when we started in Mt. Pocono, ‘Pa. 

am delighted too that our first witness will be one of our former 
auale “We had some pleasant experiences together. We were 
also on a committee working together at one time, and we went down 
to see the great Muscle Shoals. I told him what a great empire the 
South was ‘becoming, and lo and behold, he told me about California. 
I have been delay ed ‘all this time vetting out to see Los Angeles and 
see Norris Poulson. 

We also have an outstanding member of your delegation with us 
today, Mr. Edgar Hiestand. We are certainly delighted that you 
could be with us and we hope that you will participate in the discus- 
sions that take place during the committee hearing. 

I serve on the Committee on Public Works. It is the committee 
which has the responsibility and the duty to review and to consider 
matters of flood control and water resource development. Of course, 
I am intimate with Congressman Hiestand’s work, because he has 
always demonstrated a great interest in water problems, and he al- 

ways contends that the Government is entitled to do something be- 
cause the law is rather reluctant to do it for him up in that district. 

It isa great pleasure for us to be here. 

Mr. Lirscoms. Mr. Chairman, if I may proceed for a second with 
a statement before we have the honor of hearing Mayor Poulson? 
As the member of this committee from California, on behalf of our 
congressional delegation, I wish to welcome you and Mrs. Griffiths, to 
the great State of California. Our water problems are immense in 
California. The Hoover Commission recommendations have implica- 
tions with which we are very deeply concerned and in which we are 
very deeply interested. I appreciate the subcommittee’s coming here 
so that you can hear some of the citizens of this great area, that we are 
so proud of, and hear just exactly what their opinions are on the 
subject. 

I also want to thank you for the kind words you said about me. I 
want you to know I have appreciated the courtesy and consideration 
that you have given to me and to my viewpoint. You have always 
been fair, giving each of us adequate time for questioning and express- 
ing ourselves in our subcommittee meetings. I know that the State of 
California is going to hold a lot of interest for you while you are 
here, and we hope you enjoy the hospitality of Mayor Poulson and 
the citizens of California. 

Mr. Jones. Thank you very much. 

Mayor, we are delighted to hear from you this morning. As al- 

ways, we know that you have something rich in store for us. 


STATEMENT OF HON. NORRIS POULSON, MAYOR OF LOS ANGELES 


Mayor Poutson. Mr. Chairman, my good friend Bob Jones, Mrs. 
Griffiths, and our own Congressman Glen Lipscomb, I am very happy 
in behalf of the citizens of Los Angeles to welcome this committee 
here, because you are discussing a subject matter indirectly which 
probably means more to California than anything else, and that is 
water. Water is positively the lifeblood not only of California but 
of the entire West. Particularly is it true of southern California. 
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Now there are many problems connected with this Hoover Com- 
mission Report on Water Resources and Power. I thought that be- 
fore you got into the various issues involved, it would be very beneficial 
for this committee to have a factual background and history of the 
development of water and the water resources and power likewise in 
southern California. 

Therefore, representing the governmental agencies here—and we 
have two of them—we have our own department of water and power, 
which covers the city of Los Angeles and supplies the water and elec- 
trical energy, and then we have the metropolitan water district, which 
supplies supplemental water for the entire southern portion of this 
great State. Mr. Peterson, the general manager and chief engineer of 
the Los Angeles City Depar tment of Water and Pow er, and Mr. Robert 
B. Diemer, general manager and chief engineer of the Metropolitan 
Water District of Southern California, are those two men. I think 
they can give you this factual background in such a way that it will 
be a good springboard from which you can start to explore the various 
facets of this great problem. 

So with your permission I will ask that these two men be given 
the privilege of presenting the story of southern California as far as 
the water and power resources are concerned, and then as to how it 
goes into the problem concerning the Hoover Commission report, it 
would be much easier after you have seen how we develop ours. I think 
they will be able to answer any of your questions as to how various 
phases of that report affect us here in southern California. 

Mr. Jones. Thank you very much, Mr. Mayor, for your comments, 

Mr. Lirscoms. Before the may or leaves, Mr. Chairman, I would 
like to say that I was his successor in the Congress. 

Mayor Poutson. And I am very proud of him too. 

Mr. Lirscome. And I have found that he did more for California 
and its water problems than I had ever realized—and I thonght that I 
had followed his career. However, I found men in W ashington who 
knew Norris Poulson’s position and the work he did. He was really a 
guardian of California water in the Congress of the United States. 

Mr. Jones. We tried to learn something about it by taking trips 
throughout the country when we were freshmen. 

Mayor Pourson. Wesurely did. That is right. 

Mr. Jones. Thank you very much, Mr. Mayor. 

Mr. William S. Peterson, general manager and chief engineer of 
the Los Angeles Department of Water and Power. 

How are you, Mr. Peterson ? 

Off the record. 

(Discussion off the record.) 

Mr. Jones. Go right ahead, sir. 


STATEMENT OF WILLIAM S. PETERSON, GENERAL MANAGER AND 
CHIEF ENGINEER, LOS ANGELES DEPARTMENT OF WATER AND 
POWER 


Mr. Pererson. My name is William S. Peterson. I am the general 
manager and chief engineer of the Department of Water and Power 
of the City of Los Angeles. The matter under consideration by this 
subcommittee of Congress, the Hoover Commission report, is of the 











2646 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


greatest interest to Los Angeles, and we greatly appreciate the fact 
that you have chosen our city as the location for one of your series of 
hearings. I deeply appreciate the privilege of appearing before the 
distinguished members of this subcommittee and welcome the oppor- 
tunity of presenting information which I trust will be of value to you 
in your studies. 

3ecause the operations and the policies of the department exemplify 
to a high degree a local community and publicly owned enterprise 
taking the responsibility without subsidy for developing its own water 
and power resources, which seems to be one of the objectives of the 
Hoover Commission report, I would like to bring to the attention of 
this subcommittee some description of the scope, the operations and 
the policies of the Los Angeles Department of Water and Power, 
which, as you may know, is the largest city-owned water and electric 
utility in the United States. This department supplies the water and 
electric requirements of the Nation’s third largest city and its popula- 
tion of more than 2,200,000 persons. 

Here in this rapidly growing area, there is a deep and abiding in- 
terest in the problems of water resources and power which your sub- 
committee has under study. We live in a semiarid land where these 
resources are extremely precious, and their vital importance to the 
life and well-being of the community are quite thoroughly understood 
by the people. Los Angeles has an average annual rainfall of less. 
than 15 inches, and southern California, with approximately 50 per- 
cent of the State’s population, has less than 2 percent of the State’s 
streamflow. Under these conditions, it is quite remarkable that so 
large a community has been able to develop here in the southwestern 
corner of the United States. It has only been through the vision, 
courage, and perseverance of our pioneer leaders and the understand- 
ing and support of an alert citizenry that these natural handicaps of 
our area have been overcome and that water and electric power have 
been provided in sufficient quantities to meet the pyramiding needs 
of a rapidly growing population and industry. 

In the beginning, this region which you now see as a populous. 
metropolitan area was for the most part a dry land with very few 
watercourses that could be depended upon to yield a substantial flow 
the year around. The city of Los Angeles was established by the 
Spanish Crown in 1781 on this spot because of the availability of a 
dependable and continuous supply of water in the Los Angeles River. 
So that the community might be assured of water as needed from 
this source, the King of Spain granted to the new pueblo the perpetual 
and paramount right to the use of the Los Angeles River, one of the 
oldest water rights in the West and possibly in the country. The 
Los Angeles River sustained the city for 132 years, until the first water 
was brought in by aqueduct from the Owens River in 1913. A\l- 
though the Los Angeles River gives small evidence of its volume by 
normal surface runoff, nevertheless, because of the use of its under- 
ground basin as a reservoir, it supplies about one-fifth of the water 
requirements of the city of Los Angeles. 

The importance of water as a resource of the community was given 
recognition repeatedly by the vote of the people of Los Angeles. In 
the early years of this century, the citizens determined to establish 
their own municipal water distributing system and approved a bond 
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issue of $2 million to buy out the p 
pany. This was accomplished in 1902, and since then the municipality 
has operated and expanded the water system to meet the growth of the 
city. Each major advance made since that time, each new major 
enterprise for the acquisition of additional water sources and their 
development, came about as an expression of the will of the people of 
Los Angeles. 

When our water leaders of that period foresaw that the local water 
supply would be insufficient to meet the rapid population growth here, 
they brought this problem to the attention of the citizens, who voted 
the funds necessary to acquire additional water resources. With funds 
raised by local bond issues aggregating $2414 million, Los Angeles 
purchased Owens Valley land and water rights, and in 1907 began 
the construction of the Los Angeles Owens River aqueduct. This 
major water project, when completed in 1913, was hailed as the great- 
est engineering achievement of its time. By delivering water from 
the High Sierras across 233 miles of mountains and desert to Los 
Angeles, it made possible the rise of the city from a little over 200,000 
population to a metropolis of over 2 million. The aqueduct facilities 
were developed and built by the people of Los Angeles with their own 
financing, and they asked no financial contribution from the Federal 
Government in obtaining this large additional water supply. 

The construction of the aqueduct presented the opportunity for the 
development of substantial hydroelectric resources along the route of 
this watercourse. Again, it was upon the decision of the people of 
Los Angeles, expressed through their overwhelmingly favorable vote, 
that the city undertook to develop power along the aqueduct and to 
create its own municipal power system to transmit and distribute that 
power to the people of the city. The municipal power system began 
with the construction by the city of powerplants along the aqueduct 
in 1908 and 1909, followed by the voting by the citizens of Los Angeles 
in 1910 and 1914 of bond issues of $314 and $614 million for the fur- 
ther development of powerplants and transmission lines to serve the 
city with electricity. Many power projects aggregating many mil- 
lions of dollars were subsequently approved. The first municipally, 
generated electricity was distributed in Los Angeles in 1917. 

Both the water and power resources associated with the original 
Los Angeles Owens River aqueduct system were further developed 
as the system was extended. The waters of the Mono Basin were 
tapped by construction of the $22,800,000 Mono extension of the aque- 
duct system, which was financed by issuance of bonds approved by 
the voters in 1930. The project was completed in 1941. The northern- 
most intake of the aqueduct system thus was moved to a distance of 
338 miles north of Los Angeles on Lee Vining Creek, which drains 
the eastern slope of the High Sierras opposite Yosemite Park. The 
construction by the department of water and power of the great Crow- 
ley Lake Reservoir in Long Valley about 300 miles north of Los 
Angeles provided for the storage of 183,465 feet of water, equivalent 
to almost a 6 months’ supply for this city, and also enabled the de- 
partment to develop the power resources of the Owens River Gorge 
immediately below this reservoir. The Owens River Gorge power de- 
velopment, recently completed, made available an additional 112,500 
kilowatts to the hydroelectric resources of Los Angeles. 


rivate water distributing com- 
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Mr. Jones. Do you make allocations of costs to projects having more 
than one function ? 

Mr. Pererson. Yes. 

Mr. Jones. Do you keep the operation of the water department 
and the light and power separate ? ; 

Mr. Pererson. They are entirely separate by charter requirement. 
i are entirely separate—power revenue funds and water revenue 

unds. 

Mr. Jones. Are power revenue funds subject to expenditure for 
general municipal purposes? 

Mr. Pererson. No. The only way any of those funds may leave the 
municipal departments for expenditure is that there is a provision 
under which we can transfer a certain amount of surplus, which has 
been informally set, and which is used for several years at 5 percent 
of the gross revenues annually. 

Mr. Jones. Then you capitalize the project on the water and power? 

Mr. Pererson. They are separately handled and allocations have to 
be — where facilities are joint, such as the reservoir I just men- 
tioned. 

Like the other projects developed by this city in the eastern High 
Sierra region, the Owens Gorge power development’s cost of approxi- 
mately $55 million is being met entirely through revenue bond financ- 
ing by this city and will be paid for through revenues derived from 
the operations of the department of water and power. 

In the years since the first municipally generated and distributed 
electricity was provided to the people of Los Angeles, the citizens by 
their vote have authorized the expansion of the municipal power sys- 
tem and its acquisition of the facilities of private electric utilities, until 
this system now serves the entire electric requirements of the city of 
Los Angeles. The water system also serves all the water needs of Los 
Angeles, with the exception of a small group of about 9,000 water 
services which still are handled by some small private water companies. 
These water services, under long-range policies of the department of 
—— and power, will most likely be acquired in the not-too-distant 

uture. 

While in its earlier stages of development the city of Los Angeles 
depended upon its local sources and the Owens River and tributary 
streams of the High Sierras for its supplies of water and electricity, 
the great development of this community and adjacent region in latter 
years has been made possible by the supply of additional water and 
electricity from the Colorado River. The water and power resources 
supplied by the Colorado River set the stage for the modern era in the 
growth of Los Angeles and of southern California to their present 
status of heavily populated areas, with more than 6 million residents 
now living in the southern part of the State. This region has emerged 
as a great food-producing territory, a leading manufacturing area, and 
an arsenal of national defense. These accomplishments would not 
have been possible without the orderly development of the vast water 
and power resources of the Colorado River which has taken place 
during the first half of the 20th century. 

The participation of Los Angeles in this important development 
began in 1923, when engineers of the department of water and power 
began investigations of a route for an aqueduct to bring Colorado 
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River water to this city. The following year, Los Angeles filed an 
appropriation of 1,500 cubic feet per second of Colorado River water, 
and in 1925 the citizens of this city voted a bond issue of $2 million 
for preliminary work on the proposed Colorado River aqueduct. Rec- 
ognizing the growing water needs of adjacent communities and real- 
izing that a much larger area than the city of Los Angeles alone re- 
quired protection in the form of an adequate supply of water, Los 
Angeles joined with 12 other communities in the formation of the 
metropolitan water district of southern California for the purpose 
of bringing Colorado River water to this area. The district was in- 
corporated in 1928 with the city of Los Angeles as a member. In 
1931 the citizens of Los Angeles and the surrounding cities holding 
membership in the district at that time voted $220 million in bonds 
to build the aqueduct. This work, which was carried out under the 
direction of the metropolitan water district, began in 1932 and the 
first water was delivered through the aqueduct to this area in 1941. 

Mr. Jones. What was the basis of the agreement for the distribu- 
tion of the water in the metropolitan water district ? 

Mr. Pererson. If you will, please, I believe that you should prob- 
ably ask that question of Mr. Diemer when he is on as a witness. 

Mr. Jones. All right, sir. 

Mr. Prrerson. I could give you an approximation, but he could 
give it more accurately. 

Mr. Jones. No; I did not mean the total amount of water. 

Mr. Pererson. I am sorry. 

Mr. Jones. What was the basis of agreement? Was it to be on a 
population index for diversion of the water, or distribution of the 
water, or on a geographical area distribution ? 

Mr. Pererson. The distribution of it is very much as the areas want 
to purchase it. It is within their own demand. 

Mr. Jones. Youstill have enough water available for future growth? 

Mr. Pererson. Yes. But ask Mr. Diemer on the same thing. 

Mr. Jones. Right. 

Mr. Pererson. Today there are five times as many communities in 
the district as there were in its beginning, and the entire area served 
by the water district has grown tremendously. 

There will no doubt be presented to this committee by the metro- 
politan water district a much more complete description of its origin 
and operations. May I, however, respectfully call your attention to 
the importance of Los Angeles’ Pheahieeeh tp in this district and the 
dinpientletien of this city upon the Colorado River aqueduct as a source 
of water supply needed for its future growth. Weare at present using 
only a small proportion of the share of the Colorado River aqueduct 
supply to which Los Angeles is entitled. However, since we are now 
using approximately at capacity our other major sources of water 
supply in the Los Angeles Owens River aqueduct and our local sources, 
it is clear that our growing water requirements must be met principally 
by increasing use of our share of Colorado River water. 

Recognizing this fact, the department of water and power in the 
past few years has invested large amounts of money in the construc- 
tion of major pipelines connecting the city’s system of storage reser- 
voirs and distribution lines to the Colorado River aqueduct supply 
and distribution system of the metropolitan water district. One such 
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major pipeline is the Eagle Rock-Hollywood conduit, which alone 
will enable Los Angeles to channel 171 million gallons per day of 
Colorado River water into our distribution system. This amount rep- 
resents about a 45-percent increase over our present average daily 
requirements. The dependence of Los Angeles as well as the many 
other communities of southern California on water from the Colorado 
River, of course, makes it of vital concern to this city that California's 
rights in the Colorado River be preserved. 

The Colorado River is also depended upon by Los Angeles as an 
important source of hydroelectric power. Since the completion of 
the Hoover Dam and powerplant, this has been one of our largest 
sources of electricity to meet the tremendous needs for power in this 
fast-growing community. At about the same time that the city of 
Los Angeles began its search for an additional water supply from the 
Colorado River, it also recognized the vital need for power from that 
stream, and in 1924 the citizens of this city by vote authorized the 
department of water and power to enter into a contract to obtain elec- 
tricitv from the Colorado River when power generating projects 
should make such energy available. The people of Los Angeles 
through their city government, their business and civic leaders, and 
their representatives in Congress, together with the other members of 
the California congressional delegation, played a vital role in the long 
struggle to obtain congressional approval of the Boulder Canyon 
Project Act. An important consideration at that time in convincing 
the United States Government that the great project could be made 
to pay for itself was the expressed willingness of the city of Los An- 
geles to purchase as much of the hydroelectric power as the Govern- 
ment could make available to this city, thus in effect providing a guar- 
antee of reimbursement to the United States Government for the ex- 
penditures contemplated in building the Hoover Dam and power- 

lant, 

rt The Boulder Canyon Project Act was finally approved in 1928, and 
the city of Los Angeles later entered into a contract with the Federal 
Government for the purchase of energy to be generated at the Hoover 
powerplant, This contract, as later amended in 1941, provides for 
the purchase of electricity from Hoover Dam for a period ending 
May 31, 1987. Through the sale of electric energy under this con- 
tract and contracts with other power allottees, the United States Gov- 
ernment is deriving revenues from the operation of Hoover Dam, 
which will fully repay its investment in the dam and powerplant. 
The United States has invested, as of May 31, 1953, a total of $159 
million. Of this amount, the advances for the dam, powerhouse, and 
machinery total $134 million, which will be repaid to the United 
States with interest at 3 percent by the year 1987. As of May 31, 
1953, accumulated repayments of advances and interest totaled over 
$77 million. Of the original advances of $159 million, the amount 
of $25 million was allocated to flood control and will be repaid from 
revenues subsequent to the year 1987. ; 

At the end of the 50-year contract period in 1987, the Government 
will have a fully paid operable project with many more years of eco- 
nomic life and will be able to get back the $25 million flood-control 
advance in about 8 years of oneration, or about twice that long if ac- 
cumulated interest were considered. Normally, flood control has been 
regarded by the Congress as a valid nonreimbursable expenditure. 
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Hoover Dam was the first great example of a large multipurpose 
project built for flood control, navigation, and storage of water for 
reclamation, irrigation, domestic, and other beneficial uses, as well as 
for the generating of electric energy. It may be of interest to this 
committee to note that the Hoover Dam powerplant is operated (as 
agencies for the United States Government) by the Los Angeles 
re of Water and Power, which generates electricity for itself 
and other public agencies, and the Southern California Edison Co. 
which generates electricity for itself and another privately owned 
utility, the California Electric Power Co. 

Mr. Jones. Let us make that a little bit more specific. I am afraid 
I do not understand the operation of the power facilities. Does Los 
Angeles Power & Light operate the generators and transmission lines? 

Mr. Pererson. We are actually operating the generators. Our 
employees are operating the switchboard and maintain and operate 
the equipment. 

Mr. Jones. And you own the transmission lines ? 

Mr. Peterson. And we own the transmission lines. 

Mr. Jones. Then what does Southern California Edison do? 

Mr. Peterson. They operate another portion of the plant. 

Mr. Jones. What portion of the plant ? 

Mr. Pererson. They have certain generators on the Arizona side. 
It will be cleared up a little later, indicating the degree of participation. 

Mr. Lipscoms. Mr. Peterson. 

Mr. Pererson. Yes. 

Mr. Lirscoms. What supervision does the Bureau of Reclamation 
have over the operation of Hoover Dam ? 

Mr. Pererson. They have a—I forget the man’s title, but there is 
one man definitely in charge of their interests in the project. We 
might say that there is a committee known as the integration com- 
mittee, which meets yearly to set the quota of power to be produced, 
and at that time the assignments of energy are made to the various 
people who are allottees in accordance with their contracts and rights; 
and generation is carried out under that program. 

The director of power, I will call him, as I think that is the title, 
observes that the operations are in line with the contractual require- 
ments. 

Mr. Jones. Do you have a preference for that power ? 

Mr. Pererson. No. The preference was all exercised at the time 
the contracts were made. 

Mr. Jones. Does Southern California Edison buy power from you? 

Mr. Peterson. No. : 

Mr. Jones. Or the Department of the Interior? 

Mr. Pererson. They are allotted certain power from the project 
and it is handled through the generators which they operate. 

Mr. Jones. If you wanted to acquire a larger block of that power, 
how would you proceed 

Mr. Pererson. There would be no way of us acquiring a larger block 
of power. The original contracts set up the total distribution of all the 
power available. 

Mr. Jones. What is the length of the contract? 

Mr. Pererson. Fifty years, ending in 1987. TI might say to clarify 
that a little bit—and this is not expressed in here—at the inception 
of the project there was an allocation of power to various groups: 18 
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percent to Nevada, 18 percent to Arizona, 36 percent to the metropoli- 
tan water district, 18 percent to the city of Los Angeles, and a small 
percentage, which I cannot cite now, to other municipalities, such as 
Glendale, Pasadena, and Burbank, and a percentage to the Southern 
California Edison Co. and the California Electric Power Co. 

With those allocations set—and, of course, they added up to 100 
percent, and I cannot tell you from memory precisely what each one is— 
Nevada and Arizona were not ready to take their allocation. The 
metropolitan water district guaranteed to take and pay for their 36 
percent, but there was no contract under which that energy went to 
anybody else. They were just guaranteeing it at that time. The 
Edison Co. and the department of water and power guaranteed to take 
all of the power, if it was not used by somebody else. We would take 
it so that 36 percent of Arizona and Nevada added together was divided 
between the Edison and the city. The metropolitan water district 
power district power by subsequent contracts was allocated to the city, 
and Edison Co.—55 percent to the city and 45 percent to the Edison 
and the California Electric Cos. 

As time has gone on, of course, the metropolitan is using more and 
more of their power allocation for pumping, and they have a decreasing 
power allocation to the department and to the Edison Co. Also, as 
time has gone on, recently, 2 or 3 years ago, both Nevada and Arizona 
took their complete allotment, so that the amount of power now coming 
to the city is relatively small compared with its original allocation. 

Mr. Lirscoms. Mr. Chairman. 

Mr. Jones. Mr. Lipscomb. 

Mr. Livscoms. Mr. Peterson, is it not true that one of the reasons 
why the preference cannot be exercised is because these were firm 
contracts— 

Mr. Peterson. That is right. 

Mr. Lirscoms. —entered into before the dam could even be built? 

Mr. Pererson. Whatever preference we got—— 

Mr. Jones. The preference was exercised at the beginning? 

Mr. Pererson. We got a slightly larger allocation than the private 
power company, and I would say that is the extent of the preference. 

Twelve of the sixteen generators at the plant are operated by the 
department of water and power and their energy is allotted to Los 
Angeles, Pasadena, Glendale, and Burbank, the States of Nevada and 
Arizona, the metropolitan water district of southern California, and 
United States Government use. The remaining four generators are 
operated by the Southern California Edison Co. for itself and the 
California Electric Power Co. 

I might say there in order to augment what I have already said, that 
although the power allocation to Arizona and Nevada is indicated as 
public power because it goes first to a State agency such as the Colorado 
River Commission of Nevada, or the State Power Authority of Ari- 
zona, that power reaches its ultimate destination in private companies 
that are in those States. 

At this time, due to low water conditions in Lake Mead resulting 
from a succession of dry years and diminished streamflow in the Colo- 
rado River Basin, the United States Government has found it advisa- 
ble to declare a 33-percent decrease in the amount of firm energy avail- 
able during this year of operation (June 1, 1955, to May 31, 1956) to 
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all allottees of Hoover power. It has been indicated that there will be 
a further decrease this year. Consequently at this time, the amount 
of electricity being received by Los Angeles from this source is at its 
lowest point in many years. The department of water and power will 
receive during this year of operation an estimated total of 686 million 
kilowatt-hours of firm energy and no secondary energy. The depart- 
ment is entitled under its contracts to receive approximately 18 per- 
cent of the firm power production of Hoover Dam, and additionally 
has agreed to purchase quantities of Hoover firm energy allotted to 
the metropolitan water district, but which the district does not require 
for its purposes. 

The Los Angeles Department of Water and Power also has the op- 
tion to purchase 55 percent of all the secondary energy which may be 
available at Hoover powerplant. However, no secondary energy has 
been available from that source for more than 2 years. 

In previous years, when the department of water and power guar- 
anteed to take and pay for certain electric energy allocated to Arizona 
and Nevada, but not used by them, it had obtained as much as 65 per- 
cent to 75 percent of the energy required for the service of the city of 
Los Angeles, which energy could be used to supply base load. How- 
ever, this current year, under the restricted schedule of production, Los 
Angeles can expect to obtain only about 10 percent of its electricity 
from that source, which energy is essentially used to operate generating 
capacity over the peak-load period. It is estimated that the depart- 
ment will pay an aggregate of more than $2 million to the Federal 
Government in energy rates and generating char ges for Hoover energy 
delivered to the department in the current year of. operation. This pay- 
ment is much smaller than is usual during years when more normal 
water conditions prevail and larger amounts of power become 
available. 

The transmission lines which bring Hoover Dam power to Los 
Angeles were built by the department of water and power at a cost of 
$32 million, and paid for entirely by the people of Los Angeles. These 
lines consist of three circuits, each approximately 266 miles in length, 
transmitting electricity at 287,500 volts, which is one of the highest 
voltages in use by commercial transmission lines in the United States. 

Mr. Jones. What is your loss on transmission runs? 

Mr. Pererson. About 7 percent at normal loads. 

The arrangements under which Hoover Dam and the powerplant 
are operated provide an example of effective cooperation between the 
United States Government and public and private utilities in the 
operation of a large multipurpose dam. These arrangements assure 
efficient operation of facilities, the wide distribution of benefits, and 
the full return to the United States Government with interest of its 
investment in the dam and powerplant. 

Power rates at Hoover Dam have been maintained by the Govern- 
ment at a reasonably low level. The power has been made available 
at low cost to both publie and private utilities, events a very large 
number of consumers in the southwestern section of the Nation. The 
people of the United States as a whole have also benefited because their 
investment in this important project is being fully returned with in- 
terest and they will eventually have a paid-up ownership in a property 
of the greatest importance not only to the economy of the Southwest, 
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but to that of the Nation. The taxpayers of the Nation are not re- 
quired to assume the burdens of cost for these services of water and 
electricity which are being provided to the people of southern Cali- 
fornia, Nevada, and Arizona. 

In view of the tremendous postwar development of Los Angeles 
and the spiraling needs for electric power, hydroelectric sources now 
are able to supply about one-quarter to one-third of the energy 
requirements of Los Angeles. The department of water and power 
is meeting these conditions by supplying a larger proportion of the 
city’s electric needs from its steam-electric generating plants. The 
Seal Beach, Los Angeles Harbor and Valley steam generating plants 
during the past fiscal year supplied approximately 64 percent of 
the city’s power needs, and are expected to provide an even larger 
percentage during this current year. However, with the return of 
normal water conditions on the Colorado River and the restoration 
of normal power production at Hoover Dam, it is anticipated that 
Hoover power will be able to meet a somewhat larger proportion of 
Los Angeles’ electric requirements than at present. Even with this 
additional supply, resulting from a return to normal power produc- 
tion at Hoover Dam, Los Angeles will have to continue building 
steam-electric generating plants as the only practical means present- 
ly available to the city to meet its expanding power requirements. 

Indicative of our large and growing water and electric needs and 
the extensive advance planning and construction required to meet 
continuing growth and development of this city, are the figures re- 
ported by the department of water and power for the fiscal year ending 
June 30, 1955. As of that date, the department was serving a total of 
519,300 water customers, representing a gain of 19,400 over the 
previous year. Water use was at a rate averaging 385 million gallons 
per day. On peak days this year, consumption of water was in excess 
of 700 million gallons, and on such days the city must draw heavily 
on all its sources, including its water in storage, its local supplies, the 
Los Angeles aqueduct supplies, and water from the Colorado River 
aqueduct. 

The number of electric customers served by the department of water 
and power as of June 30, 1955, was 813,600, representing a gain of 
25,400 in 1 year. There was a total of 4,805 million kilowatt-hours 
sold to all classes of customers by the department during this fiscal- 
year period, an increase of 285 million kilowatt-hours over the previ- 
ous year. To meet the increasing demand, the department’s net 
dependable generating capacity was increased during the past fiscal 
year to 1,338,000 kilowatts, which was 207,000 kilowatts greater than 
the previous year. 

Mr. Jones. If the present growth continues as it has in the past 
decade, how much will it cost the city in capital expenditures to keep 
up with the construction of generating facilities to take care of your 
load growth? $40 million? 

Mr. Peterson. Approximately $55 million a year in power and $16 
million to $18 million in water. 

Mr. Jones. That is growing some. 

Mr. Pererson. Yes. 

Mrs. GrirrirHs. May I ask how you are paying for it? Do you 
pay for it out of revenues or borrowing ? 
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Mr. Pererson. We have to borrow money. Under our present 
charter we can borrow money up to the total of our accumulated sur- 
plus. The accumulated surplus is what would be called our final net 
income, but it is reinvested in our facilities. We might say that ap- 
proximately half of our growth is built out of revenue, and half is 
built out of revenue bonds. 

Mr. Jones. Would you say that you have a 50-percent equity ? 

Mr. Peterson. Our equity is in excess of 50 percent. i 

Mr. Jones. Then you are getting awfully cheap interest rates. 

Mr. Pererson. Yes. We get an interest rate on the order of 214 
and not in excess of 214 perecent usually on our bonds. 

; ar. Jones. How long have you been in that kind of healthy situa- 
tion! 

Mr. Peterson. Practically ever since we had revenue bonds. 

Mr. Jones. You have a lot of revenue bonds less than 2 percent then, 
haven’t you? 

Mr. Pererson. I cannot answer that without looking at data, but I 
do not think there are many under 2. There may be some. 

Mrs. Grirritus. What is the average bill to the average consumer 
in the city in both water and light ? 

Mr. Pererson. Yes. I can look that up. 

Mr. Lipscoms. I can tell you what an average citizen’s is. 

Mr. Peterson. For a residential customer in 1954, ending June 30, 


the average monthly bill per customer was $3.38, and the average rate 
per kilowatt-hour was 2.13. 


Mr. Hrestanp. That is for power? 

Mr. Pererson. That is for power. 

Mr. Htestanp. Now you were asking about water ? 

Mrs. Grirrirus. That is cheap. 

Mr. Jones. What is yourminimum? Isit 50 or 100? 

Mr. Pererson. Our minimum? In power the minimum is only the 
service charge of 30 cents a month. That is, if they take nothing it 
would be 30 cents. 

Mr. Jonrs. Do you have a fixed minimum rather than a kilowatt 
base ? 

Mr. Pererson. Yes. Then for all energy above that there is a 
charge. 

Mr. Jones. What is the average consumption ? 

Mr. Pererson. The average residential consumption now is about 
1,900 kilowatt-hours per year. 

Mr. Jones. 1,900? 

Mr. Peterson. Yes. 

Mrs. Grirrtrus. What is your water bill? What is an average per- 
son’s water bill? 

Mr. Pererson. I do not think I can give you that unless I calcu- 
late it. 

Mrs. Grirritus. All right. Thank you. 

Mr. Peterson. No; I do not have that easily available—I am sorry 
—but I can get it. 

Now carrying on. 

The prolonged period of rapid growth and expansion of popula- 
tion, business, and industry in this city has set the pace for the con- 
tinuing enlargement and extension of the city’s water and electric 
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systems. During the past fiscal year, the department of water and 
power has kept pace with these needs by investing over $72 million 
in the construction of water and electric facilities. 

Looking to the future—a continuing necessary process if adequate 
water and electric supplies are to be made available on time as needed— 
this department recognizes that large additional sources of water and 
power must be developed. Even with the large capacity of the Col- 
orado River aqueduct, this source as well as all other present sources 
serving this city will be at capacity use in perhaps 12 to 15 years, at 
which time additional water supply will be necessary for Los Angeles 
as well as other communities and areas of southern California. The 
Feather River project now under study and consideration in Cali- 
fornia is regarded as the best future means by which the water sup- 
plies of this area may be augmented and a large new supply delivered 
by aqueduct from the north. 

The department of water and power is planning to meet the grow- 
ing needs for power beyond the capacity of present generating facili- 
ties by the construction of additional steam generating plants. Gen- 
erating equipment is on order for the new Scattergood steam generat- 
ing plant to be located in the Hyperion district of Los Angeles on the 
Santa Monica Bay, and an even larger plant is contemplated for lo- 
cation in the south coastal district near Seal Beach. 

I should like to stress the autonomous character of the department 
of water and power as a citizen-managed utility business owned and 
operated by the citizens of Los Angeles, who are also its customers. 
The department is administered by a citizen board appointed by the 
mayor of Los Angeles and confirmed by the city council. The mem- 
bers of the board, who are civic, professional, and business leaders of 
the community, serve at a nominal honorarium per meeting in admin- 
istering the department. Under provisions of the charter of the city 
of Los Angeles, the funds of the water system and the funds of the 
electric system are kept separate from all other city funds and from 
each other. The department is entirely self-sustaining, producing 
through its own revenues the moneys needed for its operation and for 
all necessary growth and expansion. 

Current revenues have paid part of the cost of new and expanded 
facilities required to keep pace with the growth of Los Angeles, and 
the remaining cost of new construction is financed through the issu- 
ance of revenue bonds to be retired from future revenues. Under 
the fundamental financial policies of the department of water and 

ower, current revenues have been used to meet all costs of operation, 
interest and expenses on bonds and other debt, provisions for depreci- 
ation, and payments for retirement of bonds and other debt. 

To keep pace with the great growth of population, business, and 
industry in the post-World War II period in Los Angeles, the de- 
partment of water and power has invested in additions, extensions, 
and improvements a total of $466 million in the 10 years from 1945 
to 1955. Of this amount, $128 million was invested in water facilities 
and $338 million in power facilities. ‘These amounts, as stated above, 
were financed entirely out of current revenues and by the issuance of 
revenue bonds. 

As the largest of the municipal utilities of the United States and 
as a citizen-owned enterprise upon which the people of this great 
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city are dependent for vital services, the department of water and 

ower is conscious of its obligation to operate upon a businesslike 
beatin providing water and electricity at the lowest cost compatible 
with the maintenance of high standards of service. We believe that 
it is only by such continuing performance that this department will 
fully carry out the intent of the citizens and their mandates in voting 
the powers and approving the policies under which this department 
is operated. 

In light of the history of the department, which I have just re- 
viewed briefly, and our many years of close cooperation with various 
branches of the United States Government, we are, of course, vitally 
interested in the work of your committee and its study of the recom- 
mendations of the Hoover Commission Report on Water Resources 
and Power. Because of the importance of those recommendations 
to this department and to the Nation, I have assigned staff engineers 
to review fully the report. That review has not yet been completed, 
but we are pursuing our studies with the hope and expectation that 
there will be opportunity for our views to be presented formally and 
in full before the entire committee when hearings are held in Wash- 
ington, D. C. 

Meantime, however, I note several parts of the report that have 
particular and direct application to the operations of the department 
of water and power, and I should like to comment on them briefly. 

I note in recommendation No. 1 (¢), it is recommended : 

That the Federal Government should assume responsibility when participation 
or initiative is necessary to further or safeguard the national interest or to ac- 
complish broad national objectives, where projects, because of size or complexity 
or potential multiple purposes or benefits, are beyond the means or the needs 
of local or private enterprise. Under other circumstances the responsibility 
for development should be discharged by State or local governments, or by local 
organizations, or by private enterprise. 

That statement of policy closely parallels the situation that prevails 
in connection with the Hoover Dam project on the Colorado River. 
There the Federal Government was instrumental in getting the project 
built, but repayment of cost to the Federal Government was guar- 
anteed through cooperation of public and private agencies in south- 
ern California, including this department of water and power. The 
extension of that successful experiment in a three-way partnership 
of Federal, local public and private interests has stood the test of time 
for more than 25 years since the passage of the Boulder Project Act, 
and might very well be the pattern for future multipurpose projects 
on the Colorado River and other major streams. 

Mr. Jones. You cite that as a pattern. What are you going to do 
in a situation such as building the Garrison Dam up on the Missouri 
River almost at the Canadian border, in order to protect the water sup- 
ply of the city of New Orleans? It is some 1,500 miles, or almost that 
amount of river mileage, from the city of New Orleans to the Gar- 
rison Dam and Fort Peck, and the Corps of Engineers project of Oahe. 
Is it to be expected that the city of New Orleans would become a par- 
ticipant in that project in order that the salinity of the water at New 
Orleans would not destroy their water supply taken from the Missis- 
sippi River? 

Mr. Peterson. I am sorry. I cannot comment on that one because 
I have not had the time or the opportunity to study the Missouri 
Valley projects. 
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Mr. Jones. I see. 


Mr. Peterson. And it would be poor grace for me to try to do it. 

Mr. Jones. The only thing I was commenting on is, It is pretty 
hard to take one project and give universal application to it. 

Mr. Pererson. I am not aiming to give universal application. I 
willsay that. I am saying this is an example. 

Mr. Jones. And a good example. 

Mr. Pererson. Yes. I think so. 

Mr. Jones. Fine. 

Mr. Peterson. I am sorry I cannot talk to the other point. I am 
not familiar with it. 

Recommendation No. 1 (f) is related to our interests in the develop- 
ment of the Colorado River in that it would restrict congressional au- 
thorization or appropriation of funds for Federal participation in 
water-resource projects to those projects that are economically justi- 
fied, financially feasible, and essential to national interest. The de- 
partment of water and power has made presentations before important 
congressional committees in urging these criteria for river develop- 
ment projects. Certainly Congress and the people of the United States 
have a right to expect that Federal projects should measure up to those 
minimum and sensible requirements. 

I am referring more particularly to presentations we made with 
respect to the Upper Colorado projects and Central Arizona project, 
which probably will be in later statements. 

Mr. Lrescoms. Mr. Peterson, we were in Denver a few days ago. 

Mr. Pererson. Yes. 

Mr. Lirscoms. I hope the proponents of those projects did not do too 
well with the congressional committees to which you referred. 

Mrs, Grirritus. I might say I think they believed that that recom- 
mendation fitted their situation in the development of the Upper 
Colorado for Denver too. 

Mr. Pererson. Such projects as can be proved out under those 
criteria would satisfy us. 

Recommendation No. 3, which provides for strengthening of the 
professional staff of the Bureau of the Budget to enable it to fully 
evaluate the merits of water development projects presented to it for 
appropriations, is in the public interest. Careful and thorough studies 
by the Bureau of the Budget will help establish the merits or defects 
of projects that are submitted to the Federal Government for approval. 

Mr. Jones. Let me ask you a question at that point. Do you think 
that the economists, that is, the accounting department of the agency, 
could comment on the economic feasibility of projects? The Bureau 
of the Budget is an executive branch of the Government for the pur- 
pose of giving accounting reviews of the projects submitted to it, in 
order to determine the mathematics and to see whether the figures 
submitted to the Bureau of the Budget are computed on a rational 
basis. 

I wonder if you would think it wise to take your department and 
put engineers down in the auditing department in order to give a 
review of the figures that will accompany the project? | 

Mr. Pererson. Well, in our department, on considerations of that 
tyne we bring in the auditing and engineering into one group. 

Mr. Jonrs. The Bureau of the Budget has the same opportunity. 
It has the Corps of Engineers, which goes through 28 separate steps 
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before it authorizes a project. That is, from the time the survey 
resolution is passed by either the House or the Senate Public Works 
Committee, then that survey resolution goes to the Corps of Engineers, 
and then they make preliminary studies of the project. If the project 
looks as though it has further economic justification, then a complete 
survey resolution in most instances is passed. Then that project goes 
through the Bureau of the Budget, the Federal Power Commission, 
and it could be considered by 35 agencies and bureaus of the Govern- 
ment. Then it comes up for comment by the Secretary of the Army 
and the Federal Power Commission and the other agencies involved 
for comment. Then it goes before the Rivers and Harbors Board for 
further analysis. Then that project takes its last hurdle to the Con- 
gress and is transmitted as a public document to the Congress, and is 
there either rejected or approved, in most cases in an omnibus river 
and harbor or flood control act. 

All of those steps require an average of 1014 years from the time 
that that resolution is first presented to the committee until it would 
receive its first item of appropriation. All of that time elapses from 
the start of the project, on the average. 

If we added more functions for the agencies of Government to have 
to review it, do you not sense that it would cause further delay and 
unreasonable consideration ? 

Mr. Pererson. It might cause a certain amount of delay, but I 
think also you would feel assured that the financial relationship be- 
tween benefits and costs would have received a review by those who 
are competent to review that material. Also, I think many of the 
projects that have been presented have had very scanty review, despite 
the long program you have mentioned with respect to the interest costs 
that get saddled onto the taxpayer. 

I believe that this department 

Mr. Jones. What you are talking about is a question of policy and 
not the question of what review will be made by the Bureau of the 
Budget. Congress passed its authorization acts, and I presume you 
have reference to reclamation projects. 

Mr. Pererson. I am thinking here that in advance of the President 
finally making his recommendation for authorization, he is receiving 
the final guidance of a staff competent in the field of financial con- 
siderations. 

Mr. Jones. Do you think it would be wise to put it in the Bureau 
of the Budget or to lodge that extra scrutiny that you think is neces- 
sary in the Corps of Engineers, or some of the functional agencies that 
are charged with this duty ? 

Mr. Pererson. This is an independent agency that has no interest 
in its development for the aggrandizement of that particular depart- 
ment—a neutral agency. 

Mr. Jones. Yes. 

Mr. Lirscoms. Also, Mr. Peterson, in reading and studying recom- 
mendation 8, it is your understanding that the Bureau of the Budget 
already does some evaluation ? 

Mr. Pererson. There have been attempts by the Bureau of the 
Budget to make evaluations of this type. I think they have not had 
all of the help they might need on that. One I recall in particular 
was the consideration that developed with respect to the central 
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Arizona project, for example, a few years back, when it was up for 
congressional consideration and the final determination by them of the 
interstate values that were really pertaining to that project. That 
was one service of the kind I am speaking of. 

Mr. Lirscoms. So to your knowledge the Bureau of the Budget al- 
ready has done some type of evaluation. 

Mr. Pererson. They have done something to a degree of that kind. 

Mr. Lirscoms. So when you look at this as a meritorious recom- 
mendation, you feel that by strengthening the Bureau of the Budget it 
ean fully evaluate instead of just halfway evaluate the projects, as 
they are now doing? 

Mr. Pererson. To give them strength in that direction. Yes. 

In contrast to those recommendations which are clearly meritorious, 
we note some on which we believe comment directed toward modifica- 
tion should be made at this time. These comments are preliminary 
and may be enlarged in scope and discussion after further study at 
a presentation that would be made in the future hearings in Washing- 
ton, D.C. 

Recommendation No. 9 inaugurates a new theory of rate fixing that 
has serious implications. The proposal to have the Federal Power 
Commission fix rates on Government power sales at levels that would 
include an amount based upon the Federal taxes paid by private utili- 
ties has no support in legislative or ratemaking history or practice. It 
is a matter of record that Congress, State legislators, and legal au- 
thorities have, almost unanimously, looked with disfavor on the con- 
cept of taxing the Federal Government and its holdings. To add an 
artificial tax component to the rate charged at Federal powerplants is 
a foot-in-the-door method of achieving an end, but departs wholly 
from any accepted rate practices where adjustments upward to equal- 
ize with other areas or conditions would not be condoned. 

This dangerous precedent, if applied to the Hoover Dam project, 
with a 100-percent increase in rates, could only have the effect of dis- 
turbing a financial arrangement that is considered outstanding among 
Federal projects. That statement is supported by a report submitted 
on April 23, 1953, by the Appropriations Committee of the House of 
Representatives. That committee was submitting a report on H. R. 
4828, a bill providing for appropriations for the Department of the 
Interior for the fiscal year 1954 and for other purposes. Excerpts 
from the report are as follows: 

The committee believes that the Hoover (Boulder) Dam is an outstanding 
example of how Government and private enterprise can work hand-in-hand to 
mutual advantage. Here the dam, with penstocks, was built from Federal 
funds. The surplus power over and above direct project needs was, as provided 
by law, leased to private utility companies and municipalities which financed 
and built the transmission facilities. Here the Government is receiving a reason- 
able return and the consumers of power are paying reasonable rates. The re- 
gion being served has grown in amazing proportions. 

I emphasize to the members of this subcommittee the Appropria- 
tions Committee’s statement that the Government is receiving a rea- 
sonable return and the consumers of power are paying a reasonable 
rate. 

Obviously the rates for Hoover Dam power would no longer be 
reasonable and the return to the Government would be exorbitant if 
an unnecessary and unwarranted tax component were to be included 
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in the rate structure there. The Hoover Commission report indicates 
that under their program the rates at Hoover Dam powerplant would 
be doubled. This would upset the economics of power supply to our 
community and would break faith with the long-term conditions we 
had a right to expect would be continued when heavy expenditures 
were made by us for transmission lines and long-term commitments 
made for the purchase of power. 

It should be noted also that this would be a form of double taxation 
in the case of private utilities that purchase power from the Hoover 
Dam power plant and distribute it to their customers in California, 
Arizona, and Nevada. At the present time approximately half of 
the power generated at Hoover Dam is distributed ultimately through 
privately owned utilities. This plant serves them as would any plant 
of their own. Those utilities already are paying taxes on the same 
basis as utilities elsewhere in the United States. A tax cost such as 

roposed in recommendation No. 9 would add to their cost of doing 
ites and to that degree would result in higher rates to their cus- 
tomers. There does not seem to be any justification for making this 
condition necessary. 

Mr. Jones. Forty-two percent of all the power generated at fed- 
erally constructed dams is sold to the private utilities and private 
industries. So the observation you make here would be applicable to 
all of the rest of them who buy power from those projects. 

Mr. Pererson. Probably to some degree; yes. Yes, sir. 

If it is the intent of recommendation No. 9 to add some sort of 
penalty to public-power operations, either national or local, that is 
an issue that should be debated and decided on its own merits. It 
should not be achieved in an indirect way by using a method where- 
by rates are set to meet the higher costs of power as produced by 
others, rather than to cover the costs identified with the project itself. 

It should be remembered too that Hoover Dam and powerplant and 
the entire project are the property of the people of the United States. 
Because of the careful financing plan established by Congress when 
the Boulder Canyon Project Act was approved in 1928, this. great 
project will be entirely paid off with interest by 1987 and will be 
owned in full without any debt by the people of the United States. 
To add a synthetic and punitive tax cost to the property seems un- 
necessary and undesirable. The Kansas State Supreme Court, in 
the Wellington-Kansas case (Pacific Reporter, vol. 72, p. 216), stated 
that— 

It is inconsistent with our theory of government to place a tax or burden 
upon one of the instrumentalities of government, and thus impede its opera- 
tion. 

Recommendation No. 9 (¢) calls for payments in lieu of taxes to the 
State and local government equivalent to those that private utilities 
would pay. It should be noted here that in the case of the opera- 
tions at Hoover Dam, payments of this kind amounting to $300,000 
annually are made from project revenues to the States of Arizona 
and Nevada—I should say each to the States of Arizona and Nevada— 
and $500.000 annually is paid into the Colorado River development 
fund. That is a total of $1,100,000 annually that is so paid. 

The total amount so far paid from earnings at Hoover Dam to 
those three beneficiaries in the nature of taxes is $19,800,000. 
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Mrs. Grirrirus. Is that by your city ? 

Mr. Pererson. No. This is the total for all agencies involved. 

Recommendation No. 11 (a) states that private utilities should be 
permitted to purchase a fair share of Federal power. It seems that 
the language should be broadened to make it clear that local publicly 
owned utilities also should have the same privilege. At Hoover 
Dam power is sold both to private and local publicly owned utilities 
under a practical working arrangement. To bar local publicly owned 
utilities from purchasing a fair share of Federal power not only 
would abandon a 50-year policy of preference to public agencies but 
actually would operate the preference clause in reverse and place 
local public agencies at a disadvantage. 

Recommendation No. 15 (a) would give to private utilities the 
preferential opportunity to provide capital for power features of 
multiple-purpose dams. Like recommendation No. 11, this is a com- 
plete reversal of the existing Federal power policy which gives pref- 
erence to publicly owned utilities. It would seem only reasonable 
that, if any existing advantage held by publicly owned utilities is to 
be minimized, the language of this proposal should be modified to 
give at least equal opportunity for power development by local pub- 
licly owned, as well as privately owned, utilities. The language of 
15 (a) actually is discriminatory against local public agencies and 
to that degree does not reflect the “partnership” policy that has been 
enunciated by President Eisenhower and former President Hoover. 
Mr. Eisenhower and Mr. Hoover, in public declarations on Federal 
power policy, have repeatedly given recognition to the importance of 
State, regional, municipal, and other public agencies in supplying 
electric service to the areas in which they operate. 

Although the Hoover Commission’s recommendations No. 1 (/) 
and No. 5 involve the same principle that moneys from projects be 
_— into the general fund and that all project funds be appropriated 

y Congress, it is clear that these in turn for the Hoover Dam project 
might be superseded by recommendations Nos. 12 and 13, setting up 
procedures under the Government Corporation Control Act. On this 
matter we desire to make further study. However, we wish to call 
attention to the fact that recommendation No. 5, in addition to elim- 
inating the reclamation fund, also would eliminate the Colorado River 
Dam fund, which presently serves to keep the accounts and moneys 
of that project separate, with accurate accounting under the project 
acts. It also would eliminate the Colorado River development fund, 
which presently receives $500,000 annually from the project and pro- 
vides funds for engineering and future development of the Colorado 
River. These funds are in line with the project acts and serve a use- 
ful purpose of accounting for the moneys. Any proposed substitution 
needs careful study which we will make and report on at a later date. 

I am especially pleased to see that one of our Los Angeles Congress- 
men, Hon. Glenard P. Lipscomb, is a member of this subcommittee 
and assisting in the valuable work you are doing in investigating 
public reactions to the Hoover Commission report. My own remarks, 
as I stated before, are not intended as a complete and final statement 
of the views of the department of water and power. We have not 
had sufficient time to complete our studies, but are proceeding to do 
so and propose to make a complete report when hearings are held 
by your full committee. 
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Thank you for your courtesy in extending me this time. 

Mr. Jones. A very fine and excellent statement, Mr. Peterson. I 
think you have given us some points that we have not had heretofore 
in all of our travels. I was most impressed at your comments about the 
preference clause working in reverse, as it did not occur to me that 
the public bodies would be at as great a disadvantage as I suspect 
they might be. 

Mr. Pererson. Thank you very much. 

Mr. Lirscoms. Mr. Chairman. 

Mr. Jones. Mr. Lipscomb. 

Mr. Liescoms. Mr. Peterson, could you state the number of increases 
in customers served by the department of water and power per year? 

Mr. Pererson. As I indicated in here, there were something like 
25,000 power customers, and on the order of 11,000 water customers. 

Mr. Liescoms. A year? 

Mr. Pererson. The figure is given here and I would rather have 
you take the figure in the statement. 

Mr. Liescoms. That is all right if it is in the statement. 

Mr. Pererson. It is in the statement. 

Mr. Lirscoms. I also want to thank you, Mr. Peterson. That was 
an excellent statement. 

Mrs. Grirritus. What is the length of the longest pipeline bringing 
water into Los Angeles? 

Mr. Peterson. It is not all in one pipeline. 

Mrs. Grirritus. What is the longest? 

Mr. Prrerson. We take water 340 miles, approximately, north of 
us out of Lee Vining Basin. 

Mrs. Grirritus. How far do you bring the electricity ? 

Mr. Peterson. Boulder is a 266-mile line. 

Mrs. Grirritus. I think you do a good job. Mr. Lipscomb has been 
Coe people all over the United States that they should act like Los 

geles. 

Mr. Jones. Again thank you, Mr. Peterson. We will look forward 
to hearing you again when the committee reconvenes in Washington. 

Mr. Peterson. I will be pleased to, sir. 

Mr. Jones. Mr. Robert B. Diemer. 

Before Mr. Diemer begins, I would like to recognize Councilman 
Navarro, from the water and power committee. We are delighted to 
have you, sir. Would you care to make a statement ? 


STATEMENT OF HON. CHARLES NAVARRO, MEMBER, LOS ANGELES 
CITY COUNCIL 


Mr. Navarro. Thank you, Mr. Chairman and members of the Con- 
gress. I am only here as a member of the Los Angeles City Council, 
who happens also to be chairman of the water power committee. I 
am vitally interested in our future water supply. The experts have 
told us, and I am very alarmed, that in 15 years we will have to look 
elsewhere for water. 

Mr. Jones. Would you like to come up here and help us look for it? 

Mr. Navarro. We are looking toward the north, and there seem 
to be a lot of arguments. 

Mr. Jones. We will look with you then. 

Yes, sir, Mr. Diemer, we are delighted to have you. 
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STATEMENT OF ROBERT B. DIEMER, GENERAL MANAGER AND 


CHIEF ENGINEER, METROPOLITAN WATER DISTRICT OF SOUTH- 
ERN CALIFORNIA 


Mr. Diemer. Mr. Chairman and members of the committee, I am 
sorry we do not have mimeographed copies, but I will have them for 
you thisafternoon. Ido have one copy here. 

Before I read my statement I would like to refer to the map and 
show you what this metropolitan water district looks like. 

This map shows the metropolitan water district, and the end of our 
aqueduct is over at this point here. This colored area is the area in 
the district. Here is Los Angeles over here. 

In 1928, when the district was formed, there were 11 cities in the 
district, and 642 square miles. At the present time there are 67 cities 
and 2,800 square miles. 

The purpose of the metropolitan water district was to put supple- 
mental water in to augment the local supplies of water that Mr. Peter- 
son told you about coming from the High Sierras, and then a great 
portion of our water comes from underground from pumping. The 
district at the present time has cities in San Diego County, Riverside 
County, San Bernardino, Orange, and Los Angeles Counties. These 
lines you see on here are the distribution lines extending from the ter- 
minal reservoir, which is 242 miles from the Colorado River. This is 
the San Diego aqueduct, taking off at the west portal of our San 
Jacinto tunnel. 

I will read my statement, and if at any time there is any question 
regarding this, I will be glad to answer it. 

Mr. Jones. You may proceed, Mr. Diemer. 

Mr. Diemer. My name is Robert B. Diemer. I am general manager 
and chief engineer of the Metropolitan Water District of Southern 
California, which is a municipal corporation engaged in the operation 
of an aqueduct system delivering water from the Colorado River to 67 
incorporated cities and large unincorporated areas situated on the 
Coastal Plain of southern California. I have been engaged in engi- 
neering and administrative duties for the metropolitan water district 
since 1929. From 1911 to 1926 I was engaged in the construction of 
canals and dams for the United States Reclamation Service on the 
North Platte arid Riverton projects located in Nebraska and Wyoming. 
From 1926 to 1929 I was engaged in similar work with the J. G. White 
Engineering Corp., agents for the National Irrigation Commission in 
Mexico, buildingsirrigation systems on the Santiago, Don Martin, and 
Rio Mante projects in Mexico. . 

Here in southern California we have had many years of experience 
in the development of large water supply projects designed and suc- 
cessfully operated to deliver water for domestic and industrial use 
from sources far removed from the places of use. The development of 
these large water supply projects has been made possible only by the 
application on the part of the people served to assume heavy financial 
oblieations to assure the full repayment of the cost of the projects 
solely from their own resources. 

Southern California is a section of the earth where more people 
have come to live and work and play, in a region farther removed 
from adequate water supplies than in any other part of the earth at 
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any time in recorded history. Southern California, in common with 
the greater part of southwestern United States, is a semiarid region. 

The extreme aridity of the southern California climate is not imme- 
diately evident to the recently arrived resident or tourist, with only the 
luxuriant subtropical vegetation of the cultivated areas as a basis for 
judgment. The sharp contrast with the Sahara-like deserts that must 
be crossed by everyone approaching Los Angeles overland increases 
the impression of abundant rainfall, until the fact is finally realized 
that all this vegetation is continuously dependent upon frequent irri- 
gation. The region constitutes in reality a great oasis, sharply 
bounded in every landward direction by deserts of utter sterility. It 
derives a limited and extremely variable water supply from the 1,000 
square miles of rocky, steeply sloping mountain watersheds which 
drain into the basin from the north and east. On these mountain 
slopes the rainfall averages about 30 inches annually, but this rate 
decreases toward the ocean to only 15 inches at Los Angeles and about 
10 inches at the beaches. 

These figures for average rainfall, as is often the ease with water 
supply means, are themselves misleading, for one very wet year (with 
most of its runoff lost as floods into the ocean) outweighs several 
very dry years in computing the average. As nearly as may be de- 
termined from all available data, there have been during the 174 
years of Los Angeles history approximately 100 years with less than 
average rainfall and more than 100 with less than average stream 
runoff. The median precipitation during the period has not exceeded 
13.5 inches. 

Official United States Weather Bureau rainfall measurements for 
Los Angeles are available only since 1877, but earlier records are 
available from nearby points, including Los Angeles Harbor from 
1864 and Fort San Diego from 1850. By analysis of old flood rec- 
ords, mission crop reports, miscellaneous notes, diaries of early set- 
tlers, and other indirect means, H. B. Lynch, consulting hydraulic 
engineer of Los Angeles, has extended these records with reasonable 
dependability back to the year 1769. The results show that there 
has been no change in mean climatic conditions in southern California 
since that date at least, although drought periods are indicated that 
were both more severe (1882-92) and of longer duration (1842-83) 
than any that have occurred during the present century. 

As southern California, more than 50 years ago, began steadily 
to move from a grazing and agricultural area to a horticultural ter- 
ritory with growing urban centers, it became increasingly evident 
that water supplies must be imported from distant sources to meet 
the increasing needs of its inhabitants. Today, in southern Cali- 
fornia, we are bringing water from outside sources through aque- 
ducts extending 250 to 360 miles to the north and east. Even now we 
are looking to new water sources more than 500 miles distant. 

The longest and the largest domestic water supply line thus far 
planned, constructed, and placed successfully in operation is the 
Colorado River aqueduct of the Metropolitan Water District of 
Southern California. Since the people of California are more and 
more coming to realize that water is this State’s most important prob- 
lem, let us Jook at the basic elements that entered into the great job 
of bringing Colorado River water to the people, the industries, and 
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the vital naval, air, and Army installations in the southwest corner of 
the United States of America. 

What of the source of this Colorado River water supply? Briefly, 
let us examine some of the amazing phases of the Célorado River 
which make it one of the most mysterious and vitally important water 
supply sources of any river system in America. 

The Colorado River is one of the major rivers of the United States 
and the largest river in the Southwest. Its main stem flows for 1,700 
miles within the United States and 50 miles in Mexico, where it 
empties into the Gulf of California. With its tributaries, it flows 
through or forms the boundaries of seven States of the Union; namely, 
+ Ne gs Utah, Wyoming, New Mexico, Nevada, Arizona, and Cali- 

ornia. 

Largest of the tributaries of the Colorado River is the Green River, 
which flows through Wyoming, Colorado, and Utah. Another prin- 
cipal tributary is the San Juan, which drains mountain slopes and 
plateaus in Colorado and New Mexico. And in the upper reaches 
of the river’s system there are the Gunnison, the Yampa, Little Colo- 
rado, the White, Duchesne, Price, and San Rafael Rivers. HKelow 
the Grand Canyon, the Virgin River joins the Colorado, and still 
farther to the south are the Williams and Gila Rivers. 

The basin of the Colorado River covers one-twelfth of the entire 
land area of continental United States. It has a total area of 252,000 
square miles, with 250,000 square miles within the United States and 
2,000 square miles within the Republic of Mexico. 

The river rises in the snowcapped western slopes of the Rocky 
Mountains. In these lofty mountain areas there are hundreds of 
peaks reaching up more than 13,000 feet, and many exceeding 14 000 
feet in elevation. After rushing down the slopes of countless moun- 
tain ridges, the river enters a series of deep canyons. It travels a 
good part of its length in gorges and chasms cut hundreds and some- 
times thousands of feet below the adjacent mesas and plateaus. Most 
famous of these canyons is the spectacular Grand Canyon of the Colo- 
rado. Here the river has carved out a channel more than a mile deep. 
Guidebooks of world travelers list it as one of the great wonders of 
the world. 

In the lower 200 miles of its length the river passes down through 
relatively flat mesas and valleys. It is the only river with tributaries 
entirely within the United States which travels for the greater part 
of its course through desert country. 

In testimony that has already been placed before your committee, 
the need for and the development of the Owens River aqueduct sys- 
tem has been set forth. We do not propose to take the committee’s 
time in repeating this phase of southern California’s vital water de- 
velopment program. When the Owens River aqueduct was completed 
and began its delivery of water to the people of Los Angeles from the 
eastern slopes of the Sierra Nevadas, it was expected to solve the city’s 
water problems for many years to come, but only 10 years later an- 
other drought proved its Sierra Nevada watershed inadequate to fill 
the aqueduct during the dry cycle. In 1923 the conditions which 
obtained prior to construction of the Owens River aqueduct were 
again imminent. Population growth had continued even more rapidly 
than before, with no prospects for an early decrease in rate growth. 
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But this growth in population and industrial development was not 
confined to the city of Los Angeles. Many other communities in 
southern California were exhausting their local water from outside 
sources. Areas in Los Angeles and Orange Counties were experienc- 
ing alarming lowering of their water tables. 

Industries were also showing a remarkable growth, the increase 
in the value of manufactured products being from $440,800,000 in 
1919 to $1,341.650,000 in 1929, and of waterborne commerce from 
$153,919,000 in 1919 to $1,055,800,000 in 1929. 

Mrs. GrirFirus. Is there any Federal money in the development in 
this Owens Valey ? 

Mr. Diemer. The Owens Valley aqueduct was built by Los Angeles 
City, with no Federal money. ( 

Mrs. Grirritus. Or was there any Federal money in Colorado? 

Mr. Diemer. I believe I cannot answer you now, but I would like 
to answer that later. 

Mrs. Grirrirus. Yes. 

Mr. Dremer. Agriculture, population, and industries, all growing, 
demanded more water. With present sources being overdrawn con- 
tinually, it was clear that a new importation to meet the needs not only 
of Los my Sage but of the entire southern California metropolitan 
area must be made. The only new source found available was the 
Colorado River. 

However, before Colorado River water safely could be made avail- 
able for dependable domestic and industrial use on the Coastal Plain 
of southern California, it was essential to regulate and control the 
erratic flow of the Colorado River. It was also necessary to control 
the flow of the Colorado River in order to protect the country along 
its lower reaches from disastrous floods. 

Prior to the construction of Hoover Dam, the Colorado River for 
uncounted centuries had been roaring down the mountain canyons and 
across desert plateaus of the Southwest, a mad water giant that 
destroyed with its annual floods all of man’s works that chanced to 
be in its wayward path. In the quantity of water it carries in various 
seasons of the year, it is one of the most variable in America. [Before 
its waters were harnessed by Hoover Dam, the quantity of water in 
the lower river varied from devastating floods running as high as 
200,000 cubic feet per second to a mere trickle in the late summer and 
early fall. 

In 1905, floodwaters of the Colorado River broke through the levees 
in Imperial Valley and inundated hundreds of thousands of acres of 
fertile land. The floodwaters broke away from the river channel and 
flowed back inland to form the Salton Sea. It was possible for this 
to occur for the reason that Imperial Valley is below sea level, some 
parts as much as 250 feet. : 

After the 1905 flood, efforts were made to obtain authority from 
Congress to construct a dam on the Lower Colorado River that would 
control the floodwaters and conserve them for beneficial use. 

Exhaustive studies were made by the United States Burean_of 
Reclamation, and in 1921 the Boulder Canyon project bill was first 
introduced in Congress. It was finally enacted into law in 1928 and 
provided for construction of what is today Hoover Dam and power- 
plant. Hoover Dam isa multiple-purpose dam. It regulates the flood- 
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waters of the Colorado River, conserves this water for irrigation and 
domestic use, and produces a large block of hydroelectric energy. 

Lefore the Government would proceed with the construction work 
for the purpose of regulating the flow of the Colorado River and con- 
serving its floodwaters, it was necessary to meet strenuous objections 
made by representatives of the States in the upper reaches of the 
Colorado River. These States were fearful that should the great dam 
be erected to conserve the floodwaters of the Colorado River, the 
rapidly developing areas in the lower reaches of the river would put 
the river to beneficial use before the States in the upper basin could 
find a need for any considerable portion of the river flow. These 
States demanded that steps be taken that would retain for their future 
use a large share of Colorado River water. 

This situation led to the drafting of the Colorado River Compact 
in 1922. This was a compact drawn up by representatives from the 
seven Colorado River Basin States of Colorado, New Mexico, Utah, 
Wyoming, Arizona, California, and Nevada. The compact did not 
attempt in the last analysis to allocate Colorado River water among 
the seven States, but made a general division at Lee Ferry between the 
“upper basin” and the “lower basin.” It apportioned to each of these 
States in perpetuity a total annual diversion of $7,500,000 acre-feet 
for beneficial consumptive use and granted the further right to the 
lower basin to increase its beneficial consumptive use by 1 million acre- 
feet per annum. The division did not apportion what was believed 
to be the total annual water held in the river system, but rather the firm 
amount, leaving the excess for further apportionment between the two 
basins after October 1, 1963. 

Arizona’s legislature refused to ratify the Colorado River Compact. 
Finally, through legislative steps taken by the Congress and the State 
of California, the compact was ratified as a six-State compact, and de- 
clared to be effective in 1929 by a proclamation issued by the President. 
The various interpretations that have been given to divisions of the 
compact and to other agreements and statutes that have come into 
existence since 1922 have led to many years of controversy between 
the Colorado River Basin States. There is now pending before the 
United States Supreme Court a lawsuit instituted by the State of 
Arizona and directed against the State of California and its six public 
water and power agencies with contracts for water and power from the 
Colorado River. This suit grows out of a disagreement between Ari- 
zona and California as to the respective water rights of the two States 
on the Colorado River. 

In 1928, following drawing up of the Colorado River Compact, Con- 
gress adopted the Boulder Canyon Project Act, which authorized con- 
struction of Hoover Dam and powerplant and the All-American Canal. 

Mr. Peterson has given you the facts about Hoover Dam, so it is not 
necessary to go into detail. However, I will say that the Hoover Dam 
differs in one important respect from any other river development 
project in the United States. It was not built at the expense or risk of 
the general taxpayers of the country. 

Hoover Dam, standing 727 feet high, has created Lake Mead, largest 
reservoir in the United States, with a storage capacity of 31 million 
acre-feet. Including the powerplant, its estimated total cost is $134 
million. It blocks a deep canyon section of the river where it forms 
the boundary between Arizona and Nevada. 
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Congressional legislation authorizing Hoover Dam provided that 
before it could be erected, the Secretary of the Interior must obtain 
firm contracts for the sale of Hoover power sufficient to repay con- 
struction costs, plus interest, within 50 years. 

I think Mr. Peterson explained : all of that to you also. 

Mrs. Grirrirus. Are not most of these hydroelectric dams paying 
off? The Federal Government has not lost any money, has it? 

Mr. Diemer. I do not know. I know about ours here. I want to 
give you the facts about the metropolitan water district, but I do 
not know much about these others, although you will note I have 
been with the Reclamation Service for 15 years and I know some of 
the stories about the Reclamation Service, and some of their dams. 

Mrs. Grirrirus. But the hydroslectric sites will usually work out. 

Mr. Diemer. The amount of $25 million was aa aner to flood con- 
trol to be paid out following the 50- year period. California com- 
munities and private power companies signed such contracts and 
agreed to pay, and are paying for fixed quantities of power, whether 
used or not. Total payments made to the Government on May 31, 
1954, amounted, in round figures, to $81 million. Of that amount, $20 
million was credited against the Government’s investment and $61 
million was for interest charges. These interest charges, it will be 
noted, are being paid for by the people buying the hydroelectric 
output from Hoover Dam and being benefited by its use. The $61 
million that has been paid to meet interest charges, as compared to 
the $20 million that has been used, on a 50-year repayment program, 
to meet amortization charges, is a clear-cut example of the heavy 
burden imposed by interest ‘charges on governmental water and power 
development projects. In this case the interest charges are being paid 
by the Hoover Dam power users and not by the general taxpayers. 
Hoover Dam, authorized by Congress in 1928 asa part of the Boulder 
Canyon proiect, was completed in 1935. It began the generation of 
power in 1937. 

The public and private agencies that have contracted to take Hoover 
Dam power, to provide the revenues for principal and interest pay- 
ments to which I have just referred, are the department of water and 
power of the city of Los Angeles, the metropolitan water district of 
southern California, city of Glendale, city of Burbank, city of Pasa- 
dena, all in southern California, and the Southern California Edison 
Co. and California Electric Power Cor p. The States of Arizona and 
Nevada were each allotted 18 percent of the firm power available at 
the dam, to be taken by them when and as they called for it. 

The metropolitan water district in 1930 entered into a contract with 
the Federal Government under which it agreed to guarantee the pay- 
ment for 36 percent of the firm power generated in Hoover Dam. In 
the early days of aqueduct construction, only a small part of this 
power would be required, but in order to obtain a firm right to the 
power, the district found it necessary to enter into such a contract. 
In the early years of the aqueduct’s operation the metropolitan water 
district of southern California actually paid to the Federal Govern- 
ment, some $4 million for Hoover Dam power which it did not use. 
In recent years, the district’s unused power at Hoover Dam has been 
taken over by the city of Los Angeles and the Southern California 
Edison Co. 
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The 36 percent we get from Hoover Dam is about two-thirds of all 
we will require because of our pumping. 

Before the Colorado River aqueduct could be financed, constructed, 
and placed in operation it was necessary to establish a new type of 
governmental subdivision of the State of California. This was true 
by reason of the fact that Colorado River water was needed not only 
for the city of Los Angeles, which had initiated early aqueduct. sur- 
veys as far back as 1923, but by a number of other rapidly developing 
cities in southern California. 

To band these noncontiguous cities together in a governmental oper- 
ation it was necessary to establish a new and novel type of municipal 
corporation. This was accomplished when the California State Legis- 
lature in 1927 adopted the metropolitan water district act. Originally 
the metropolitan water district consisted of 11 incorporated cities sit- 
uated in Los Angeles and Orange Counties in California. 

The metropolitan water district of southern California is a politi- 
cal subdivision of the State of California. It was organized in 1928. 
Its primary task at that time was the planning, building, and financ- 
ing of an aqueduct system to deliver water from the Colorado River 
to the cities and areas of the district located on the Coastal Plain of 
southern California. The metropolitan water district is a distinctive 
typeof governmental entity in that its component parts are not re- 
quired to be contiguous. 

The district is governed by a board of directors. Its powers and 
functions are set forth and authorized in the metropolitan water dis- 
trict act, which was first adopted by the California State Legislature 
in 1927, and has since been amended to meet changing conditions. 

At the present time our board has about 37 members on it. 

Mrs. Grrrrirnus. That is 37 municipalities ? 

Mr. Diemer. We have 67 cities. Some of them are municipal water 
districts. Representation on our board is based on assessed valuation. 

The first problem in the planning of the aqueduct was the selection 
of a general route. Factors influencing such a selection were variable, 
and their economic effects could be determined only by long and careful 
study. There was no general location so outstanding that it could at 
once be selected as best. 

In the early stages of the planning of the Colorado River aqueduct, 
one of the important features of the work was the preparation of com- 
parative estimates of the cost of the project for all the different routes 
proposed from the various possible points of diversion. 

To facilitate this work, designs were made for the major types of 
aqueduct construction such as tunnel, cut-and-cover conduit, canal 
and pressure pipes, for the general conditions and location and for 
a wide range of sizes. For each of these several types and sizes the 
hydraulic properties were determined and the physical quantities in- 
volved in 1 linear foot of construction computed, from which data 
tables and charts were prepared for use by the locating and estimat- 
ing staff. As the various routes were projected on the maps and on 
the ground, proper sizes of the aqueduct sections for the required 
capacity and for the available grades were readily selected from these 
charts and tables, quantities computed, and comparative costs ob- 
tained. Wherever problems of location and construction departed 
from the typical conditions, special studies were made and tentative 
designs and cost estimates prepared for each specific case. 
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Much of the area was unsurveyed; consequently the first task was 
the contour mapping of approximately 25,000 square miles of desert. 
This, in itself, was a major undertaking. The area was rugged and 
barren. When the first survey work was begun in late 1923, the few 
existing roads were little more than sandy wagon trails, practically 
impassable by motor vehicles. Large areas were without any means 
of access whatever and the surveyors had to build trails as they pro- 
gressed. j 

Water was available only at the river and at widely separated desert 
wells. Many dry camps were required, supplied with water hauled 
long distances. Servicing these camps with fresh food was a difficult 
task. The summers were long and hot, with temperatures approach- 
ing the limit of human endurance. 

As means of transportation in the early survey work, the crews used 
Model-T Ford touring cars and station wagons equipped with special 
gears and oversize tires. These cars were driven into all kinds of 
seemingly impassable places, carrying extra gas, oil, and food and 
water for the men. Wherever cars could not go the men went on 
foot, carrying supplies and equipment, and at times occupying iso- 
lated camps for days at a time. Horses and burros were used to a 
limited extent. In spite of obstacles and difficulties, this survey work 
was carried out with dispatch and efficiency. 

As fast as maps became available, paper locations were made of 
promising routes. As the work progressed, possibilities multiplied. 
Convergence toward a definite plan was slow. By the end of 1930, 
surveys had been made and estimates prepared for literally hundreds 
of lines. These lines covered most of southern California, not in a 
symmetrical or uniform manner, but as a sort of irregular network, 
knotted together by controlling geographical features. Like the wagon 
trails of the pioneers, these lines headed for mountain passes to avoid 
the long and hazardous tunnels required by more direct alinement. 
Where the wagon trails went over the top of passes, the aqueduct could 
not follow because of limiting grades or the excessive cost of pumping. 
Controlling divides must be penetrated in tunnels, and mountain 
passes frequently are not good tunneling ground. They usually repre- 
sent weak spots in the mountain barrier, where the rock is broken, 
easily eroded, and subject to caving. Some of the passages into the 
coastal area are traversed by earthquake faults, which are a hazard 
to any kind of underground construction. Some were waterlogged. 

A careful geological study of possible passages had an important 
influence on the final selection of the aqueduct route. 

The natural water surface in the lower reaches of the Colorado 
River lies below much of the area in need of water and is much lower 
than most of the ground which must be crossed by the aqueduct. In 
addition, appreciable fall is required to maintain flow in a 300- 
mile waterway. A pumping project was clearly indicated. 

As the choice of routes narrowed down to the Parker route with 
diversion near Parker, Ariz., and terminal storage at Cajalco, the de- 
signs were fitted more closely to the character of the traversed terrain 
and to the actual conditions of location. The aqueduct was divided 
into sections in each of which accessibility, general topography, and 
features of construction were somewhat uniform. For each of these 
sections, unit costs were determined, based on quantities for a set of 
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tentative sizes. Then variations in unit costs with the sizes of aque- 
duct sections were analyzed and studies made of the most economi- 
cal size to use for each unit of construction. These studies were later 
used in combination in arriving at the final sizes for the entire length 
of the aqueduct. 

The various types of conduit and special structures comprising the 
aqueduct are basically such as have been successfully used in similar 
projects in the past, having been evolved through a long period of 
engineering effort and experience. However, a considerable amount 
of experimentation and research was necessary to meet the unusual 
conditions of construction and operation in the desert, and to achieve 
the greatest possible efficiency in the use of construction materials. 

We had a survey of 25,000 square miles to make on topographic 
maps, and we made estimates of some 50 different routes, either on 
location or elevation, so that there were estimates made on all of these 
routes. 

In 1931 the district engineering staff was prepared to make its final 
selection of the safest and most practicable and most economic route 
for the main aqueduct. However, before the final selection was made 
by the district’s board of directors, a board of review, consisting of 
three distinguished engineers, was retained to check the findings of 
the district’s engineering staff and make such recommendations as 
it desired. Serving on this board were Thaddeus Merriman, of New 
York; A. J. Wiley, of Idaho; and Dr. Richard R. Lyman, from Utah. 

The district’s engineering staff had recommended the selection of 
the so-called Parker route for the aqueduct, and this selection was 
approved by the engineering board of review. 

Estimates of the cost’ of constructing the aqueduct in its first de- 
velopment revealed that an investment of approximately $200 mil- 
lion would be required. In September of 1931 a bond issue of $220 
million was submitted by the board to the 13 cities which then made 
up the metropolitan water district. It was the largest bond issue 
theretofore ever submitted to a popular vote. It was approved by 
the decisive ratio of nearly 5 to 1. 

Actual construction work on the aqueduct was set underway in 
December 1932 after court litigation had cleared the way for the 
selling of the bonds and the financing of the aqueduct program. Con- 
struction work went forward 3 shifts a day, 7 days a week. With 
the exception of 33 miles of Coachella tunnels and connecting struc- 
tures, all of the aqueduct construction schedules were submitted for 
competitive bids and the work was invariably awarded to the lowest 
responsible bidder. In addition to the Coachella tunnels, located 
north of Indio, the district also found it necessary to take over the 
driving of the 13-mile tunnel under Mount San Jacinto. 

That tunnel cost approximately $25 million, but we can count a lot 
of water in it. 

The practice of having aqueduct construction work go forward by 
competent contracting firms and also by district forces resulted in a 
healthy spirit of competition. There were many new construction 
methods devised by contracting and district forces to increase the 
speed and efficiency with which large quantities of earth could be moved 
and a great amount of concrete lining work carried forward in canals, 
tunnels, and conduit sections. These tunnels were 16 feet in diameter. 
New safety records in tunnel construction work were established. 
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The aqueduct was completed in its initial development in June 1941. 
It turned out that the actual construction cost was about 80 percent 
of the original overall estimate. In other words, out of the bond issue 
of $220 million authorized by the voters in 1931, there had been 
invested in the initial aqueduct development up to June 1941 the 
amount of $180,316,000. 

This total investment in the initial development of the aqueduct 
included the expenditure of $7,585,220 by the district to pay prac- 
tically the entire cost of Parker Dam on the Colorado River. Parker 
Dam was needed to reregulate the flow of Colorado River below Hoover 
Dam. (It is situated 150 miles downstream from Hoover Dam.) 
Parker Dam has formed a reservoir with the capacity of 717,000 acre- 
feet extending about 60 miles upstream. It has been named “Lake 
Havasu.” That is the name of the lake above the dam. 

The intake of the metropolitan water district’s aqueduct is situated 
on the California shoreline of Lake Havasu, 2 miles upstream from 
Parker Dam. The dam serves to maintain the water level of Lake 
Havasu within limits agreed upon by contract entered into by the 
Department of the Interior and the metropolitan water district of 
southern California. However, Parker Dam was constructed, is oper- 
ated, and is owned by the Federal Government. 

Its entire cost, with the exception of $500,000, advanced as a grant 
by the PWA, has been met with funds provided by the metropolitan 
water district of southern California. The district has been granted 
the right for the development of one-half of the hydroelectric power 
at Parker Dam. The generating equipment and all other facilities 
required in connection with this power development by the district at 
Parker Dam have been provided by the metropolitan water district. 
The dam directly serves the interests of the Federal Government in 
the control of the interstate Colorado River system and is advan- 
tageous to the State of Arizona as a source of power and a means of 
water storage and regulation. Parker Dam is situated on that portion 
of the Colorado River which is a boundary line between the States of 
Arizona and California. 

Mention has been made of the fact that the Colorado River aqueduct 
was constructed in its initial development by the investment of pro- 
ceeds of a $220 million bond issue voted by the electorate of the met- 
ropolitan water district in September 1931. Following the voting 
of the aqueduct bond issue, a year’s time was devoted to court Fey 
ceedings carried forward to establish the firm and full legality of the 
bond issue. It will be recalled that the years 1931 and 1932 were in 
the period of a marked and extended financial depression in the 
United States. There was no private bond market for the sale of 

ublic or private securities of such an amount as were required in the 
nunietiy of the aqueduct. The Reconstruction Finance Corporation 
had been established by act of Congress early in 1932, but this public 
corporation initially was created by Congress for the restricted pur- 

ose of extending aid to private banks and other such financial 
institutions. , 

During the year 1932, the RFC Act was amended to permit the 
purchase by that corporation of bonds authorized by such public cor- 
porations as the metropolitan water district of southern California. 

On September 13, 1932, the Reconstruction Finance Corporation 
agreed to bid on Colorado River aqueduct bonds up to the amount 
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of $40 million at an interest rate of 5 percent, the money to be ad- 
vanced as needed. The aqueduct bonds under a provision of the 
bond issue could be issued to mature in 50 years, the first maturities 
to begin 15 years after sale of the bonds. The officials of the metro- 
politan water district believed that the interest rate of 5 percent im- 
ewig by the Reconstruction Finance Corporation was excessively 

igh. Effective April 1, 1934, the interest rate was adjusted to 4 
percent for a portion of the bonds, and in May 1938 arrangements 
were made with the RFC that resulted in the application of an aver- 
age rate of interest of 414% percent for the bonds theretofore sold. 
Altogether the Reconstruction Finance Corporation purchased metro- 
politan water district bonds in the total amount of $178,816,000. 
The public works corporation purchased $1,500,000 in district bonds. 
This made a total of $180,316,000 of metropolitan water district bonds 
sold tothe RFC and the PWA. 

The district bonds sold to the RFC and the PWA were held by 
these public corporations until the reestablishment of a private bond 
market brought about once more a market for such substantial se- 
curities as those offered by the metropolitan water district. In July 
1938 the RFC began to offer the metropolitan water district bonds 
for public sale to banking and financial institutions throughout the 
country. All of the bonds were sold at par value and at a handsome 

remium. In fact, the premiums received by the Reconstruction 

inance Corporation netted the Federal Government a profit of 
$13,646,127—and I won’t put the 80 cents on there—as a result of 
this transaction with metropolitan water district bonds. . 

It has sometimes erroneously been indicated that the Federal Gov- 
ernment subsidized the construction of the metropolitan water dis- 
trict aqueduct system. That, of course, is completely contrary to 
the facts. Instead of subsidizing the metropolitan aqueduct system, 
the Federal Government actually derived a net profit of more than 
$13 million from its handling of aqueduct bonds. The cost of build- 
ing and operating the Colorado River aqueduct is being borne en- 
tirely by the people served and benefited in the metropolitan water 
district. There has been and there is no Federal] subsidy, so far as 
the Colorado River aqueduct project is concerned. 

_ At the time the metropolitan water district was organized in 1928, 
it included within its boundaries 11 incorporated cities in Los Angeles 
and Orange Counties, and it had an area of 624 square miles. Today 
the district includes 67 incorporated cities in 5 southern California 
counties. It has an area of more than 2,800 square miles, a population 
of more than 6 million, and an assessed valuation exceeding $8,500 
million. At the time it was organized, I think it was about $2 billion. 

The aqueduct extends 242 miles across the State from the Colorado 
River to Lake Mathews, its terminal reservoir, 10 miles south of River- 
side. Water is delivered to the member cities through a distribution 
system initially comprised of about 150 miles of pipelines and tunnels. 
That distribution system is not comparable to the city’s distribution 
system because we just deliver the water at wholesale, so the major 

portion of the distribution system is from 3 feet on up to 14 feet in 
diameter. 
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Today the distribution system totals 327 miles in length, and is being 
further extended. The aqueduct is now in its 14th year of operation, 
and this year about 35 percent of its ultimate capacity is being utilized. 
In its 14 years of operation, about 1,800,000 acre-feet of water has been 
delivered from the Colorado River to the Coastal Plain of southern 
California. 

The present aqueduct facilities are capable of delivering 400,000 
acre-feet of water annually. During the past 14 years, with continu- 
ous operation of the 3 available pumps and 5 pumping plants, it would 
have been possible to have delivered a total of more than 5 million 
acre-feet of water to southern California. Underground basins in 
southern California are being rapidly depleted. ‘The estimated over- 
draft in these basins since the aqueduct was put into operation in 1941 
is about 2,500,000 acre-feet. During this time the unused capacity of 
the aqueduct could have been used to bring in more water than re- 
quired, in order to avoid this depleting of the water basins. 

This additional water was not brought in because private water 
companies and cities preferred to pump from local sources at tem- 
porarily lower costs. The district rate for natural Colorado River 
water is $10 per acre-foot, and for softened and filtered water, $20 per 
acre-foot. We have a softening plant where we take out part of the 
hardness of the water, but we cannot serve to all parts of the district 
both raw and softened or filtered water. 

The estimated annual overdraft in these basins in 1954 was about 
300,000 acre-feet. 

The district now has underway $85 million of construction work to 
provide additional facilities to meet increasing demands. Three addi- 
tional pumps at each of the five pumping plants will increase the 
capacity of the aqueduct from 600 to 1,200 cubic feet per second. Two 
of these additional pumps at each station will be in operation in the 
spring of 1956, and the aqueduct will then be able to deliver about 
730,000 acre-feet annually to southern California. That is about 
300,000 more than we are able to deliver now. The third additional 
pump will be placed in operationearly in 1957. ; 

The district has made extensive studies pertaining to population 
trends, industrial growth, and water requirements. At the present 
rate of growth, the population of southern California will be increased 
3,500,000 people by 1980 to a total of about 10 million. The present 
use of water in Los Angeles is 174 gallons per capita per day. One 
acre-foot of water will serve 5 persons 1 year. On this basis, 700,000 
acre-feet of water will be required to serve these 3,500,000 people. The 
present use of Colorado River water is about 400,000 acre-feet, of 
which about 150,000 acre-feet is being used to replenish underground 
basins where the annual overdraft is 300,000 acre-feet. This makes a 
total water requirement by 1980 of 1,250,000 acre-feet. On this basis 
the Colorado River supply should be sufficient for about 20 to 25 years, 
unless the present dry cycle continues indefinitely. 

I heard the statement made a few minutes ago that our supply 
might run out in 15 years. Based on the use and our estimates, we 
think it will go about 20 years, but we should be thinking about having 
more water in here within 20 years. 
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T have stated that the metropolitan water district sold bonds from its 
1931 issue to the Reconstruction Finance Corporation in the amount 
of $178,816,000, and to the Public Works Administration in the amount 
of $1,500,000, a total of $180,316,000. Since the last block of bonds 
was sold to the Reconstruction Finance Corporation, the district 
from time to time has sold bonds from its 1931 issue to provide funds 
for the construction of extensions and enlargements to the aqueduct’s 
water delivery system. Altogether, the district, up to date, has sold 
bonds from its 1931 issue in the amount of $212,684,000. 

We still have about 7 million that will be sold next spring, and we 
are financing our new facilities from water revenues and from a 5- 
cent revenue on the assessed valuation, and this 7 million we still have 
available. 

Interest and amortization payments on these bond issues have been 
provided very largely by tax money paid into the district’s treasury by 
cities and other constituent areas within the boundaries of the metro- 
politan water district. Several of the district’s member cities have 
paid, or are paying, most of their annual assessments from funds de- 
rived from their municipal water sales. In addition to the money 
collected by the district from taxes and other assessments, an increasing 
amount of revenue is being derived from the sale of water to its con- 
stituent areas. The district wholesales its water deliveries to its con- 
stituent areas; it is not a retailer of water to individual domestic and 
industrial consumers. 

To meet both the interest and amortization charges on outstanding 
district bonds, the district since 1932 has paid out $139,376,419 to meet 
interest charges, and $29,928,000 in amortization charges on outstand- 
ing bonds. Thus, once more our attention sharply is drawn to the 
heavy interest obligations that must be met in carrying capital charges 
on great public water projects. Taxpayers and water users of the met- 
ropolitan water district have been willing and ready to assume these 
interest and capital obligations because they realized the vital im- 
portance of providing this southern California area with an adequate 
supply of water. They are prepared to proceed with the enlargement 
< extension of our water supply systems on the same self-sustaining 

asis. 

Mr. Chairman and members of the committee, I just tried to give 
you the facts about our district. I have no recommendations to make 
regarding the Hoover Commission report. 

Mr. Jones. Thank you very much, Mr. Diemer. It has been a 
pleasure to have you and have an accounting of the splendid work 
that is being turned in by the metropolitan water district. Again 
thank you, sir. 

Mrs. Grirritus. I certainly appreciated it. It was very informa- 
tive, I thought. 

Mr. Lrescoms. It wasa story I had never heard either. 

(The following letter was received from the Board of Supervisors, 
county of Los Angeles :) 
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County or Los ANGELES, 
BOARD OF SUPERVISORS, 
Los Angeles, Calif., December 1, 1955. 
Hon. Rosert E. Jones, 

Chairm%, Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
New General Accounting Office Building, 

Washington, D.C. 

My Dear Mr. Jones: Reference is made to your kind invitation extended to 
the county of Los Angeles by Congressman Lipscomb to attend hearings of the 
Special Subcommittee on Water Resources and Power scheduled for Los Angeles 
on December 7 and 8, 1955. 

It is our understanding these hearings will be for the purpose of soliciting 
views with respect to the Hoover Commission Report on Water Resources and 
Power. The four major programs dealt with in the Commission report are 
flood control, navigation, reclamation and irrigation, and power. 

This is to advise you that the county does not plan to request a place on the 
agenda for formal appearance of any county official. 

The county of Los Angeles has no direct responsibility in the programs of 
reclamation, irrigation, and power. 

As regards navigation, it appears that such problems or responsibilities on 
the part of the county may only arise as a result of proposed future development 
of small-craft harbors. This development would be confined to our coastal 
shoreline and offshore islands, with the navigational problems falling only in 
the area of small craft operated for pleasure or commercial fishing purposes, 
Since the area of this county embraces no inland navigable waters. We do not 
foresee that such navigational problems and small-craft operations as may arise 
would fall within your field of interest. 

Through our Los Angeles County Flood Control District—which is governed 
by the five members of the board of supervisors of the county—we have a direct 
interest in flood control. Part of our flood-control program includes the con- 
servation of flood and other waters. 

The flood-control program in this county is progressing satisfactorily, and 
Col. Harold E. Hedger, chief engineer of the flood-control district, reports that 
past and present relations with the United States Army Corps of Engineers are 
adequate and satisfactory. 

For the information of your committee, the 1955-56 budget for the Los An- 
geles County Flood Control District is summarized below : 








ee Prenpennemens, 2 SL I a ee ee ei $43, 060, 454 
Available funds: 
Sr pUN ss Ste S bo rs eee baee ed Ste $10, 803, 149 
Ta his ete ion ae 13, 257, 347 
——_ 24, 060, 496 
Toesh property taxes required ...—....~.. 4-145 — snus nee 18, 999, 958 
Tax breakdown: 
PRINCES TIT CI cco ries or ema cccamgipeimenini 10, 405, 507 
Bond redemption and interest : 
ea ie cars  tcs so eeeipen cs a meee mania ining 7, 271, 868 
Oie8 66 ts to beeiaii iia A Eee teal be 1, 322, 583 


With respect to the effort of local government in this area to cope with a tre- 
mendous problem, attention is called to the financial contribution of our local 


* property taxpayers to the overall budget requirement. Your attention is further 


directed to the tax levy for redemption and interest on the storm drain bond 
issue. In 1952 the Los Angeles County electorate approved a $177 million storm 
drain bond issue to combat the local runoff problems by properly collecting and 
diverting the same to major flood-control channels. This was a 30-year bond 
issue. To date the construction program—which began in July 1953—is approxi- 
mately 30 percent complete. It is anticipated the entire bond issue program will 
be substantially completed in 5 years. 

You are assured that this county, if the need arises and you so request, will 
contribute any pertinent data at our disposal. 


Very truly yours, 
ARTHUR J. WILL, 


Chief Administrative Officer. 
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Mr. Jones. Mr. Neil Petree, chairman of the Citizens Committee 
for the Hoover Report. 


STATEMENT OF NEIL PETREE, CHAIRMAN, SOUTHERN CALIFORNIA 
CITIZENS COMMITTEE FOR THE HOOVER REPORT 


It is nice to have you, Mr. Petree, and I appreciate your letter that 
T received last night. 

Mr. Pernrer. I appreciate very much, Congressman Jones and mem- 
bers of the committee, the opportunity to be heard. I do not pose 
as an expert at all on power or water resources, and I do not have a 
prepared statement for you. I wanted to say this to you, however: 
Ever since the Hoover Commission, the first one and now the second 
one, was organized, we have had a Hoover committee in southern 
California. It had approximately 1,000 members and it has been 
pretty well divided up as to districts and pretty well divided up as 
to their political inclinations. We have made sure we have had Dem- 
ocrats as well as Republicans on our committee. 

Our idea with the Hoover Committee has been to see that the peo- 
ple and the voters received the recommendations of the Hoover Com- 
mission and knew as much about them as possible. We have tried 
to do an educational job, and newspapers and radio and television 
helped tremendously in that respect. We have also tried to get some 
of the members of our committee, and out of 1,000 members, about 
300 of them are really active and have expressed real interest in the 
work. I think they are very representative of the finest people of 
southern California. We have tried to get their reactions to recom- 
mendations of the Hoover Commission. 

I want to say to this particular committee I do not think we have 
had any more interest from our members on any recommendations of 
the Hoover Commission than we have had on water resources and 
power. It is a matter of very great interest to the people in southern 
California, as you so well know. 

Mr. Jones. There is no doubt about it that the recommendations of 
the Hoover Commission on water resources and power have pro- 
voked more interest and more controversy than any of their reports. 

Mr. Perrer. That is true. 

Mr. Jones. Then any of the reports that have come out of that 
commission. 

Mr. Perret. That istrue. There is interest and there is controversy. 

I think I should say to you, as far as we have been able to find out 
the members of our citizens committee in southern California are 
quite generally in favor of the recommendations of the Hoover Com- 
mission on this particular subject. They are not unanimously in 
favor, and there is some controversy on the very subject that was 
brought up today by Mr. Peterson. No. 9 is very vital now, and there 
are some divisions of opinion on that particular one. 

I wanted to say to you, Congressman Jones, that it seemed to us 
our particular job, and where we could be effective for your committee, 
would be to make sure that you heard from the most representative 
citizens of this whole area while you were here. So I will not read 
the names to you now, because we sent them to you, but we have more 
or less caused or asked to appear before you 10 different people. They 
are quite representative and they will appear this afternoon and to- 


reas Oat etue- 


eee 


— oh ad SRA ‘caer 


abet dR Tt 


pith 


tte St OD pad 






SAS a i car AN fc 


>We ccinciamc e 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2679 


morrow. They represent various organizations. Two of them repre- 
sent the Hoover Committee specifically. 

This afternoon Mr. Frank Doherty will speak to you. He is a very 
eminent lawyer in southern California, and a former president of 
the chamber of commerce. We have asked him officially to represent 
the Hoover Committee and try to answer any arguments that anyone 
else might propose. 

Tomorrow Dr. Arthur Kemp, of Claremont, a professor on money 
and credit, will appear before you. 

Mr. Jonrs. He isa professor on what ? 

Mr. Perrer. On money and credit. 

Mr. Jonxs. He is the fellow I am looking for. 

Mr. Perree. He has been very interested in some of the arguments 
one of our Congressmen from this area, Mr. Holifield, has made. I 
think he will be prepared to try to take some of the other sides of some 
of Congressman Holifield’s points of view. 

Se I appreciate very much the opportunity of telling you what we 
are trying to do and to say to you generally we are in favor of these 
recommendations, and I hope you will have the opportunity of hear- 
ing these people. We appreciate the fact that you are going to give 
them the time you have assured us you will. 

Mr. Jones. Mr. Petree, I want to say to you it has been a policy of 
the committee to accept as many witnesses as time permitted. At 
Portland I think we heard something like 40 witnesses or more. I 
think probably there were three witnesses that we did not get to hear. 
But we want to accord everybody an opportunity to have a say. 

Mr. Perrer. Before I leave I would like to say we are very happy 
in southern California that our Congressman, Glen Lipscomb, is on 
this committee. 

Mr. Jonrs. Well, we are glad too. I will tell you that. Yes, sir. 

Mrs. Grirrirus. He has done a very good job. 

Mr. Jones. Thank you, Mr. Petree. [ 

Mr. D. L. Strathearn, a member of the State soil conservation com- 
mission at Sacramento. 


STATEMENT OF D. L. STRATHEARN, SIMI, CALIF., CHAIRMAN, 
CALIFORNIA STATE SOIL CONSERVATION COMMISSION 


Mr. SrratHearN. Mr. Chairman and members of the committee, 
I just want to let you know there is a group of 10 of us here who 
are soil conservation district directors. They came from Tulare and 
the area to the south, and they are here now. We will not take but 
just a minute or two of your time. 

I would like to have those dirt farm boys stand up at this time. 

Mr. Jones. Would you like to identify them for the record ? 

Mr. SrratHEARN. I have the list right here. I will give those to you. 

Mr. Jones. If you will give them to the reporter, it will show that 
they are here in attendance. 

Mr. StraTHEARN. Yes, sir. 

The names of the other directors are: Norman Hixson, of Upland, 
Calif.; Fred T. Barnes, of Redlands, Calif.; Louis W. Haskell, of 
Beaumont, Calif.; John C. Brinton, of Beaumont, Calif.; Floyd L. 
Arnett, of Beaumont, Calif.; Sid Bridges, of Beaumont, Calif.; R. 
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R. Killian, of Springville, Tulare County, Calif.; Lawrence F. 
Mueller, of Etiwanda, Calif.; and Thomas Carnesi, of Ontario, Calif. 

Mr. Jonrs. Does that represent the 10 districts in California? 

Mr. SrraTHEARN. We have 112 districts in the State of California. 
By the next 10 years we will probably have over 200 working districts, 
run and operated and managed by 5 district directors, who are 
cooperators, landowners, and live within the district. 

Weare not going to take any of your time. 

Mr. Jones. We will be glad to hear you, sir. 

Mr. Srratruearn. I appreciate getting this time, but we are going 
to ask that we may submit a report to your committee to be sent to 
Washington. We know you are busy and we could go on for a long 
time talking to you. If we ever got this bunch started back here, 
Mr. Jones, you would never stop them, because they have got it 
inside them, the same as we all have. 

Mr. Lirscoms. Mr. Chairman. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscome. Do you not believe that perhaps California has one 
of the finest soil conservation programs in the United States going on? 
Mr. SrratHEarN. I do not think there is any question about it. 

Mr. Lirscoms. Thank you. 

Mr. SrrarHearN. Of course, we do a lot of things in California 
that are the best. 

Mr. Lirscoms. Thank you. I wanted to hear you say it. 

Mr. Jonrs. I am going to repeat that I am glad there are no Texans 
in the house. 

Mr. Srratwearn. We have a lot of Texans in California, but we 
just absorb them. 

Mr. Jones. I do not believe that. I have never seen a Texan ab- 
sorbed yet. 

Mr. StraTueEarn. I stand corrected. 

Mr. Jones. The statement you will submit will be received and 
made a part of the record. I will say to you it would be in order to 
submit that statement at any time between now and the 15th of 
January. 

Mr. Srraturarn. Thank you, sir. 

Mr. Jones. Do you want to submit individual statements of your 
members who are here in attendance? 

Mr. SrratTuEarN. Today? 

Mr. Jones. No. I mean do you want to submit individual state- 
ments later on? 

Mr. SrratrHearn. I do not think so. I think we can spell it out to 
you and show you what we want and what we would like to have. 

Mr. Jones. In other words, one statement will represent the con- 
sensus of the whole group ? 

Mr. SrrarHearn. There will be one from the commission and one 
from the Soil Conservation District Association, the director from 
the State of California. 

Mr. Jones. Fine. Thank you very much. We are glad to have you, 
and as I said, your statement will be made a part of the record when 
it is received. 

(The statement referred to is as follows :) 
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STATEMENT OF D. L. STRATHEARN, CHAIRMAN, CALIFORNIA STATE Sort CONSER- 
VATION COMMISSION : ACCOMPANIED BY LYNN RAYMOND, PRESIDENT, CALIFORNIA 
ASSOCIATION OF SOIL CONSERVATION DISTRICTS 


Honorable Chairman and members of the Special Subcommittee on Water 
Resources and Power, the basic principles of watershed protection and soil 
conservation are violated by the recommendations of the Hoover Commission 
“that the construction of headwaters dams in the flood control program of the 
Soil Conservation Service be transferred to the Corps of Engineers” (vol. 1, 
p. 71: recommendation No. 6.) 

The Soil Censervation Service, an agency of the United States Department 
of Agriculture, carries out an agricultural and land improvement program, and 
construction of “headwater dams” is subordinate to these main objectives. 

Small headwaters dams and various types of small water detention struc- 
tures are a definite part of the treatment of land above them. Their design, 
construction, and location are correlated with soils, slope, land management, 
and conservation practices applied to the watershed area. Thus, the construc- 
tion of headwaters dams in the soil and water conservation program are essen- 
tially a supporting practice to treatment measures on croplands, orchards, 
pasture, range, wildlands, or any other unit of the watershed. Headwater 
dams, while serving as check dams for channel stabilization or gully control, 
also provide for retention or retardation of runoff upstream. In this dual 
eapacity, construction and operation of headwater dams are irrevocably tied in 
with and a part of watershed and farmland conservation plans and applications. 

In many watersheds, conservation treatments do not include any dam con- 
struction. But, where water detention construction is needed, it is a part of the 
farming and agricultural land use in the community. 

Soil conservation districts, whose major objectives are in the field of water- 
shed protection, flood prevention, and land improvement, are recognized as 
important local political subdivisions of the State of California. In California 
we now have 112 districts, covering 35 million acres. There are 560 district 
directors, representing about 40,000 farmers within these districts. These are 
truly “grassroots” organizations with leadership in the hands of local farmers 
and ranchers who must be landowners to qualify and serve as a district direc- 
tor. For the past 17 years, the soil conservation program has progressed at an 
accelerating pace, based upon the responsible decisions of the directors of our 
districts and with most of the technical services provided by the Soil Conserva- 
tion Service. We have considered these services of the highest order. Our 
cooperative relations have been essentially those of a partnership. With the 
Federal Government providing substantial appropriations for these technical 
services, the directors of soil conservation districts have enthusiastically coop- 
erated in speeding up conservation work. 

District directors have made it a practice, without exception, to secure by 
donation rights-of-way for the construction of outlets, dikes, channel aline- 
ment, revetments, spreading grounds, check dams, and any other type of con- 
servation construction work authorized by the district. This is consistent with 
local benefits and has saved the taxpayers thousands of dollars on the basis 
of benefits that have accrued to the district and themselves. The directors, 
by bringing together landowners whose personal inclinations, based upon in- 
dividual feelings, have been adverse to actual progress in the application of 
conservation work, have provided the means of harmoniously solving difficult 
“neighborhood” situations with benefits accruing to soil and water conserva- 
tion as well as to the individuals. District directors in their meetings with 
the local groups of farmers provide the basis for group action for community 
work within the legal framework of the California soil conservation district 
act. Districts have been the means of developing local farm leaders who would 
never have been interested excepting that their own lands were concerned and 
that the soil conservation district offered the best vehicle for the corrective 
type of activity necessary. Fundamentally, soil conservation districts want 
action and accomplishment. District directors have the attitude that no job, 
despite its seeming complexity, is insurmountable. This type of thinking, 
geared to an action program, is considerably different than the circularization 
of pamphlets or other types of literature, holding group of community meet- 
ings, which, although of an educational nature, does not have the incentive 
of a full action program with objectives outlined and defined and supported 
by the legal protection and drive backing up enacted resolutions of soil con- 
servation districts by their boards of directors. 
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While the Federal Government makes a considerable contribution in the form 
of technical assistance and money, this is not a one-way financial proposition. 
Commissioner Silverwood, of the California State Soil Conservation Commis- 
sion, in a recent address to the Second National Watershed Congress, Washing- 
ton, D. C., December 5 and 6, 1955, stated that “Recent surveys on a small 
watershed project in California disclosed that the unsung hero in this water- 
shed work, the farmer, was paying for 90 percent of the cost of the conserva- 
tion treatment of agricultural land in the watershed.” (See address following 
this statement. ) 

Land treatment work in watershed programs of soil conservation districts 
is of major importance. Contour field operations; construction of terraces, 
diversions, and outlets; crop rotation and crop residue management practices; 
improvements in irrigation; channel alinement and bank stabilization; range 
management and pasture improvement; fire control and suppression develop- 
ments; construction of check dams and retention dams for stock watering are 
a few of the important land treatment practices. Land treatment watershed 
programs, resulting in the reduction of surface runoff and retention of water 
by soil, is of more importance in the management of flood produging runoff 
than constructions for installation of dams alone. Floods are born‘in head- 
waters areas. The reduction in flood flows and accompanying debris, sedimenta- 
tion, and siltation damages downstream is directly correlated with the intensity 
of land treatment practices applied in the upstream or headwaters areas. Dis- 
trict directors have especially stressed correction of overgrazing and applica- 
tion of conservation practices for improvement of rangeland. Particular atten- 
tion has been given to range reseeding and to deferred and rotational grazing 
not only in districts in California but throughout the Western States as prac- 
tices of prime importance in watershed conservation work. 

Your attention is called to the series of photographs on pages 11-19 showing 
typical watershed treatments; also several types of “headwater dams” which 
illustrate the essential features of headwater conservation projects and water- 
shed work included in the comprehensive programs of soil conservation districts. 
The photograph of Folsom Dam, a large flood control installation constructed 
by the Corps, is shown for comparison. 

Although we realize that during great storms there will always be runoff, 
the amount depending upon various factors, such as soil type and depth, slope, 
vegetative cover, and soil conservation practices and developments and use of 
land, conservation installations reduce the amount and retard such flows. As 
reduced runoff moves slowly from protected fields, improved ranges, forest and 
brush lands of upstream headwater areas of small watersheds during prolonged 
storms, it concentrates in stabilized channels with less damage to downstream 
areas en route to discharge in large flood detention and water conservation 
reservoirs. 

These large flood-control and water-conservation reservoirs come within the 
authority of the Army engineers or the Bureau of Reclamation or, in the case 
of the State of California, the division of water resources. We have no dispute 
with the Corps of Engineers in this proper category of their activities. As a 
matter of fact, soil conservation districts in their watershed and flood-control 
work relating to sedimentation control are making possible the proper function- 
ing and long-lived operation of Corp of Engineers’ constructions. Downstream 
reservoirs may be necessary, but, in the watershed work of soil-conservation 
districts, the objective is to reduce flood flows, flood peaks, and siltation to a point 
where there is little or no local or downstream damage. Runoff then produces a 
valuable crop of water, and the large downstream reservoirs can be managed for 
water storage instead of transitory flood detention. 

Thus, upstream watershed protection in soil-conservation districts results in a 
diminished need for downstream flood-control installations. 

The Federal Government has an important stake in the upstream watershed 
program inasmuch as the benefits are spread downstream and thereby acerue 
to large areas, including towns and cities and other municipal and county and 
State and Federal developments. 

It can readily be seen that the entire program of flood control, both upstream 
and downstream, must be coordinated if the greatest benefits are to be obtained. 


This is the underlying principle of the Small Watershed Act, Publie Law 566, 
enacted by Congress in 1954. As a prerequisite to any construction work, the 
Congress has stipulated in the act that at least 50 percent of the upstream ares. 
above any construction or headwaters dam, must have in operation a plan of soil 


and water conservation. The Soil Conservation Service has indicated that, in 
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order to implement this type of cooperation and coordination, at least 75 percent 
of the headwater lands must be under soil and water conservation plans, thus 
placing a greater emphasis on land treatment. In the State of California, it is 
our objective, as district directors, to raise this to as high a percentage as may 
be economically possible. In many headwaters areas we have obtained 100- 
percent compliance on land treatment. With this type of responsibility, the 
construction of small headwater dams to supplement the watershed land treat- 
ments is of minor importance in the total effort involved in our watershed 
programs, 

We note the Hoover Commission reports that there are some 12 Federal 
agencies concerned with flood-damage abatement. The text of the report directs 
attention to the conflicts which, on paper, appear to confuse the fields of opera- 
tions of the agencies concerned. In our soil conservation districts in California 
are included all types of public lands along with privately-owned lands. We 
are working directly with the United States Forest Service; Bureau of Land 
Management; Bureau of Indian Affairs; Bureau of Reclamation; State division 
of beaches and parks; State division of fish and game; State division of forestry; 
local flood control, water conservation and municipal water districts, and all 
other types of agencies and districts in coordination of our district programs. 
Repeating, so far as the soil-conservation districts are concerned, one of their 
major specific objectives is to coordinate the activities of operations within their 
district areas. District directors have been particularly insistent on straight-line 
operations coordinated without any duplication of agency services. 

In California we have established two pilot demonstration watershed protec- 
tion projects, one in Ventura County, embracing the Simi Valley Soil Conserva- 
tion District and the Calleguas Soil Conservation District; the other in central 
California in Contra Costa County, under the jurisdiction of the Contra Costa 
Soil Conservation District. Watershed protection operations in these districts, 
with the assistance of the Soil Conservation Service, have made spectacular 
progress. Indications are that, with the planning assistance and funds of the 
Federal Government made available under the Watershed Protection and Flood 
Prevention Act of 1954, full completion of soil and water conservation programs 
involving watershed protection and flood prevention are finally in sight in the 
districts in our State. At the present time, the State soil conservation commis- 
sion has 21 applications on file, of which 5 have been approved for planning: 
however, the others would have been approved if sufficient Federal funds had 
been allocated for planning assistance. We anticipate that with the accumulation 
of further experience on the mechanics of this program a large percentage of 
the flood-producing watersheds of the State of California will eventually avait 
themselves of the opportunities under this program. 

One other related subject is of importance, and it bears on the question of 
water and water rights. With water of paramount importance in the State of 
California, and of increasing importance throughout all agricultural areas in 
the United States, water conservation developments occupy a major position 
in watershed protection and flood prevention programs. The comprehensive 
programs of soil conservation districts with “grassroots” connections include 
operations for conservation of water in coordinating all of its other objectives. 
Water storage features of flood control are highly important as a form of water 
conservation. The districts of this State are earnestly hoping that the Water- 
shed Protection Act of 1954 will be amended by Congress to include Federal 
participation in this feature of the watershed protection program. 

At the present time, considerable confusion is added to the already complex 
problem of water rights in California by flood control reservoirs authorized 
by Congress for construction by the Corps of Engineers. The corps’ policy in 
most cases has been to construct flood control dams without regard to possible 
use of impounded waters. The result has been a mad scramble for appropria- 
tion of water without regard to sound planning for beneficial use. 

In conclusion, the Hoover recommendation is particularly obnoxious to soil 
conservation district directors in that it violates the basic principles of water- 
shed conservation and flood control. Headwater dams in the flood control pro- 
gram are an integral part of land treatment. They cannot be separated from the 
other features of watershed protection program without impairing its objectives. 

If headwater dams are to be turned over to the Corps of Engineers, then the 
corps must immediately consider the hiring of specialists in soil conservation, 
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including agronomists, soils men, foresters, and probably engineers equipped 
with a background in soil conservation engineering, planning, and standards to 
meet the requirements of this new field of activity. The inevitable conclusion is 
that the Corps of Engineers would duplicate the work of the presently existing 
Soil Conservation Service technical force or take them over entirely. 


SUMMARY 


In brief, the type of work covered by our soil conservation programs pertains 
largely to agricultural land use. Structures erected must fit into local farmland 
and range management. We farmers build terraces and concrete-lined channels 
to safely conduct water over our lands. We construct ponds for livestock, reser- 
voirs for irrigation, drop structures on small waterways and various types of 
drainages. In soil conservation districts, groups of farmers do the same type 
of things where the structures serve more than one farmer. Under Public Law 
566, groups of farmers and landowners do this type of conservation engineering 
on a small watershed basis. Here is where we need soil conservation engineering 
assistance. We would not think of calling in the Corps of Engineers because 
this work is not the type, size, or nature which Army Engineers are equipped 
to do. Our structures are closely and intimately related to our farming and 
soil and water conservation practices. It is a small-structure, farm type of 
engineering. Besides engineering, it requires a knowledge of soil science, 
agronomy, range management, and of the general farm, or farm community, 
economy. It is soil conservation engineering. Soil conservation engineers of 
the Soil Conservation Service are trained in this specialized engineering. 

The work is also a part of our soil conservation district program of taking 
eare of soil and water conservation problems on a district basis. We farmers in 
the distict have an intimate knowledge and direct voice in this work as a part of 
our other land management operation. As district directors, we obtain rights- 
of-way free of charge without condemnation or eminent domain. We let our own 
contracts for construction, inspect operations, and do innumerable small things 
to keep costs down. If the construction of headwater dams as part of the soil 
conservation program is turned over to the Corps of Engineers, it will split our 
efforts. It will make it a piecemeal project where it is now a unified program. 

We submit that the relationships of California soil conservation districts with 
the Soil Conservation Service for the past 17 years has been eminently satisfac- 
tory and unusually productive; that the recommendation of the Hoover Commis- 
sion to turn over headwater dams to the Corps of Engineers would disrupt and 
demoralize the soil conservation movement and the responsible local jurisdiction 
of soil conservation districts. 

We therefore respectfully submit this testimony in strong opposition to recom- 
mendation No. 6 of the Commission on Organization of the Executive Branch of 
the Government on Water Resources and Power. 

D. L. STRATHEARN, 
Chairman, State Soil Conservation Commission, 
LYNN RAYMOND, 
President, California Association of Soil Conservation Districts. 


PHOTOGRAPHS 


Photographs on the following pages show soil and water conservation engineer- 
ing work supplementing farm and ranch land treatment in California soil con- 
servation districts. Small headwater dams and other upstream-type construction 
must fit into the farmer’s or rancher’s plans for managing his soils, crops, and 
livestock, as well as being coordinated with the small watershed program. Struc- 
tures are designed to prevent and control runoff from upper watershed land. 
They are not in the field of large projects such as constructed by the Corps of 
Engineers, who design and build structures to take care of great concentrations 
of water in the lower watershed downstream. These small headwater conserva- 
tion structures aid in the control of such concentrations downstream and thus 
complement the Army engineers’ program. But they are engineered to fit into 
farm and ranch conservation programs and, as such, are under the immediate 
scrutiny of farmers and soil conservation district directors. 
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Smith Creek watershed, San Bernardino County, Calif. Aerial view of typical 
small watershed area. Note the erosion and runoff pattern developing in the 
headwaters area adjacent to mountains. Several small dams, terrace system, 
and flood control channels are to be built under Public Law 566, 83d Congress. 
Note terraces already constructed in lower foreground. 
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Baecopeet 


Land treatment of upstream headwaters area showing a terrace system with 
controlled outlet channel and with small “headwater dams” (check dams) as 
part of the land treatment measures. This type of coordinated land treatment 
provides for watershed protection in the soil and water conservation programs 
of California soil conservation districts. Reduction in siltation and sedimenta- 
tion are related flood-control benefits. 





A headwater dam and reservoir for stockwater. These stockwater ponds are 
important in upstream flood control by improved range management and water 
detention. 
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A large, reinforced-concrete headwater check dam serving as a gully control and 
upstream channel stabilization structure. 
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Another stockwater pond created by a headwater dam in an upstream watershed 
drainage. The photograph below shows initial construction operations and 
equipment used. 
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A rock masonry headwater dam, serving dual purpose as diversion outlet and 
channel stabilization structure. This type installation is engineered to co- 
ordinate farmland conservation needs. 


An upstream rock masonry dam, combining channel stabilization and stream- 
bank erosion control. 
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Riprap and revetments on upstream channels prevent serious bank cutting.and 
erosion to valuable orchard land. Headwaters constructions of this type are 
important to the economic operation of large downstream flood control and 
water conservation structures by reducing siltation and thereby maintaining 


reservoir capacities. 
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Concrete channel outlets conduct water safely across orchard and farmlands, 
preventing serious gullying in headwater areas. This type of construction is 
an important land treatment measure for flood and watershed protection up- 
stream. 
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Valuable citrus land protected by concrete channel outlet. Stabilized outlet 
channels also prevent serious sedimentation and siltation problems to down- 
stream improvements and installations. 
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Farmland in a headwaters area protected by a vegetative outlet channel. Note 
the terraces in the background just below the hills outletting into the vegetative 
channel. This type of installation is engineer designed. It is soil conservation 
engineering. 
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STATEMENT OF W. E. SILveRwoop, REDLANDS, CALIF. 


AGRICULTURAL WATER 


This country’s annual rainfall is our most valuable crop. Let me repeat: 
This country’s annual rainfall is our most valuable annual crop. It should be 
harvested carefully and put to as many beneficial uses as any other annual crop 
to serve mankind better. The cheapest water any user can get is that water 
that falls on his own land. 

Without water, no plant or animal life can survive. Water when uncontrolled 
can become the most destructive natural resource known to man. Unrestrained 
floods destroy our reserves of topsoil fertility that has taken nature centuries 
to build. They carry this soil to silt up the downstream reservoirs and river- 
beds, causing levees to be continually raised. 

Water is now the limiting factor in the progress and development of many 
agricultural areas in the United States. Agriculture, cities, and industry have 
grown by leaps and bounds during the past 50 years due to the invention of 
the turbine pump, enabling man to put to use great pools of water that Nature 
has slowly deposited in the underground water basins over a period of hundreds 
of years. Today, many of these areas are facing economic catastrophe because 
of the lack of supplemental water to replace their nearly exhausted under- 
ground supply. Water tables in California are dropping as much as 20 feet 
a year in some locations. Recently, many areas throughout the midwest, South, 
and East have turned to irrigation to tide crops over between rains. The advent 
of the sprinkler and portable pipe has brought irrigation water to many areas 
where it had been too costly to use irrigation before. 

It is much later than we think, and every effort must be made to help the 
Congress realize the extreme need for putting into effect a complete conservation 
plan on every watershed in the Nation to insure future supplies of usable water. 
This should be the concern of every citizen because he lives within the bound- 
aries of one of this county’s watersheds and is dependent on the proper use 
of its natural resources for his future water, food, fiber, and forest products. 

A complete conservation plan in a watershed simply means maximum pro- 
tection and wise use of all natural resources within its boundaries. It means 
starting at the uppermost forest areas and seeing that proper timber-harvesting 
methods are observed and that reforestation programs are carried out. It 
means building sufficient strategic firebreaks, truck trails, water tank filling 
locations, and cleared’ safety zones for the fire-fighting crews so they may 
work with safety behind the firelines. It means providing, in addition, suffi- 
cient equipment to be able to confine effectively each fire to a minimum number 
of burned-over areas. Burned timberland often reverts to brush for many years. 
We have proven in the West that timber areas produce many times the amounts 
of usable water for agricultural lands below them than do areas covered by 
brush. 

When the Forest Service is provided with an adequate budget to carry out 
a complete conservation plan in the forest areas of each watershed, much less 
money will be required to fight fires. Millions of dollars’ worth of timber will 
be saved for future beneficial use, but still more important the invaluable water 
retention capability of each forest watershed will be saved from destruction. 

Let me. give you an illustration about 1 of the 10 recent fires in the San 
Bernardino National Forest in my home county in California. In 1953 the 
Arrowhead Springs fire burned 5 square miles and cost $200,000 to extinguish. 
In spite of a heavy seeding program and two mild winters with below-average 
rainfall, with storms of low intensity, 750,000 cubic yards of debris have been 
washed downstream and dumped into our spreading basins where this water 
is held until it has a chance to percolate into our underground storage reser- 
voirs. Another 1 million cubic yards is perilously hanging in the balance in a 
race, with Nature trying to tie it down with plant roots, before a high-intensity 
storm washes the exposed topsoil downstream. It is costing the county flood 
department 15 cents a cubic yard to move this debris with bulldozers in the 
water spreading grounds at the beginning of the valley floor. Because of the 
improved property immediately adjacent to these spreading grounds, it will 
soon be necessary to load excess debris washed in from the burned area on 
trucks at a handling cost estimated to be from 10 to 15 times the present removal 
cost. The real tragedy that can never be fully appraised is the permanent damage 
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to the water retention spongelike mat of forest cover and topsoil that enabled 
rainfall to enter the ground on the steep slopes and emerge downstream crystal 
clear and free from contaminating minerals. Remember, every time you see a 
muddy river flowing to the ocean, you are seeing golden oranges, peaches, red 
apples and cherries, loaves of bread, and sides of beef going to waste that will 
never nourish mankind. You are also seeing contaminating minerals that are 
being deposited in riverbed silts and irrigated land downstream to present an 
ever-increasing salinity problem in our downstream watersheds. 

Tests of some of our western rivers like the Rio Grande and Colorado show 
an increase of seven times the amount of salts by the time they reach down- 
stream areas like the Imperial Valley and Fort Quitman. In fact, the farmers 
ot Imperial Valley are using water for agricultural purposes that contains over 
a ton of salts per acre foot of water; compare this with our water from the 
watersheds that contains less than one-tenth this amount, and who can deny 
we need to hold this good water where it falls? 

The supervisors of our 2,800 soil conservation districts have set an example 
of good land stewardship that encourages other landowners in each district to 
adopt voluntarily a district farm plan to use each acre according to its capabilities 
and treat it for its conservation needs. When these plans are carried out on all 
district land, we will have accomplished a great part of the flood prevention and 
water conservation needed on the farm, range, and forest lands in each soil 
conservation district. 

These farm plans call for the use of new tillage tools and mulching methods 
on the contour which help each drop of rainfall to enter the ground right where 
it falls. Excess rain from high-intensity storms is prevented from doing erosive 
damage when it is forced by terraces and diversion ditches to walk downhill 
slowly, leaving valuable topsoil in place. Flood retardation dams catch and 
retain peak runoff flows and allow them to drain slowly into spreading grounds 
which afford the maximum opportunity for the water either to sink into under- 
ground basins or run off in an orderly manner. Remember, runoff water caught 
in upstream reservoirs Means detained downstream floodwater that could cause 
destruction and misery, and has aided materially to agricultural water supply. 

The soil conservation district farm plan treated soils are the greatest upstream 
reservoirs of all, because they will perform like a giant sponge and hold a large 
percentage of their volume in water. 

Recent surveys on a small watershed project in California disclosed that the 
unsung hero in this watershed work, the farmer, was paying for 90 percent of 
the cost of the conservation treatment of agricultural land in that watershed. 
The Federal Government, as the Nation’s largest landowner, needs to follow the 
example set by these dedicated soil conservation farmers. 

Public Law 566 was long overdue to bridge the gap between the soil and water 
conservation measures applied on the upstream land and the downstream dams 
and main river channels. 

The small watershed bills presented in the last session of Congress are 
desperately needed, but they lack the all-important feature of required upstream 
land treatment that is the heart of Public Law 566. These two programs must 
provide for integration, they must compliment each other and not be permitted 
to conflict. This session of Congress should amend Public Law 566 to provide for 
Federal cost sharing in the building of smal! dams for irrigation purposes as well 
as proving for Federal loans at low interest rates for small irrigation and drain- 
age projects, nationwide. 

My home State of California, with a population of 13 million, uses 90 percent 
of its total water consumption on irrigation. That is why it is the greatest 
producer of agricultural products in the Nation. Irrigated land not only produces 
much more national wealth per acre but it is far more resistant to wind and 
water erosion. It also gives the farmer greater crop selection, spreads out farm 
products, and should materially assist in the solution of our agricultural economic 
problems. 

Let us urge Congress to speed up the work of carrying out a complete con- 
servation plan in every American watershed so that we may continue to enjoy 
prosperity and be assured a future usable water supply. 

Let us continue to keep the control and direction of the Federal Government’s 
help in this work in the hands of the two veteran conservation services, the Forest 
Service and the Soil Conservation Service, who have demonstrated so ably their 
willingness te serve, assist, and cooperate with local people and organizations. 
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STATEMENT OF J. H. ANDERSON, TRAFFIC MANAGER, RIVER 
LINES, INC., PIER 3, SAN FRANCISCO, CALIF. 


Mr. Anprrson. Thank you, Mr. Chairman. 

Mr. Jones. It is good to have you, Mr. Anderson. You have come 
a long way, too. 

Mr. Anperson. Yes, sir; I did. 

My name is Joseph H. Anderson. I am connected with the River 
Lines of San Francisco. 

River Lines are vessel operators who are certificated operators under 
certificates of public convenience and necessity by both the public 
utilities commisison of the State of California and the Interstate 
Commerce Commission. 

The River Lines and their predecessors have been in operation in 
San Francisco Bay, on the Sacramento River and its tributaries, for 
over 75 years. We have seen the gradual decline of the water carriers 
and are very much concerned over that portion of the report which 
deals with the proposed imposition of a use tax on the inland waters 
of the United States. 

Now I have read many of the comments and statements by Mr. Ches- 
ter Thompson and others throughout the Mississippi Valley, and I 
will not reiterate them or take up your time. 

Mr. Jones. Mr. Anderson, let me make a suggestion to you—to pass 
along some information to you. I will not make it in the form of a 
suggestion, but there was a brief filed with the committee by Mr. Wil- 
liam Hull, of the Ohio Valley Improvement Association, which is one 
of the finest documents I have ever read on the subject. If you do not 
have it, I am sure you would be glad to have the information that Mr. 
Hull compiled. 

Mr. AnvErson. I would love to have it. 

Mr. Jongs. You make Chester Thompson get you a copy. 

Mr. Anverson. I will do that. And I would like to ask this: We 
learned only late yesterday of this meeting here, but we were ex- 
tremely disappointed that there was no session at San Francisco, 
where at least we have the water anyway. How long we will be able 
to keep it before it gets down here I do not know, but I believe at the 
present we have the water. 

Mr. Jonzs. The people in Oregon say you folks in San Francisco 
are trying to come up the Willamette and haul that water down there. 
They are looking sathen suspiciously at you folks. 

Mr. Anperson. Well, I guess we are all highbinders then, pirating 
the other people’s territories. However, what is good for the State 
as a whole we are for, of course. If we have water up there which 
can be spared, we are more than glad to share it. 

Getting back to our particular problem there, the history of navi- 
gation on the Sacramento River is that it was the main channel of 
transportation to Sacramento and Stockton and then to the gold- 
fields in the early days. It has been quite a vital instrumentality in 
the transportation and in the development of California. 

During the past 30 years, the inland vessel operators have gradually 
been eliminated one by one until, whereas there were about 25 to 30 
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of them some 30 years ago, there are only 3 or 4 of us left. The bal- 
ance between profit and “Joss is so precarious that any imposition of 
a tax which we might see fit to have to absorb in order to remain com- 
petitive, and which we would pass against the cargo, in which case 
our volume would diminish and we would be like public transporta- 
tion, and buses, and intercity vehicles and others where every time 
they raise their fares they lose enough passengers, so regardless of 
what your tonnage is you have revenue to put against it, or something 
that brings in the revenue—if we have to do that we will be in the 
same position. 

We feel this would not be in the best interests of the public, and 
particularly to the State of Califorina. Therefore we want to say 
we are very definitely opposed to that portion of the report. 

I speak also on behalf of the other barge and vessel operators at 
San Francisco Bay. I would like to have the privilege, if we may, 
of having those interested parties who were not able to be present 
today, such as certain Farm Bureau federations, and canners, and rice 
growers’ associations, and probably the petroleum people—I would 
like to have the privilege of possibly filing a statement of fact, or, if 
this were a legal proceeding, filing a brief, so to speak. May they have 
that privilege? 

Mr. Jones. Without objection, the statements to be submitted by 
Mr. Anderson in behalf of his associates will be made a part of the 
record when they are furnished. 

Mr. Anprerson. And they should be in by——— 

Mr. Jones. January 15. 

Mr. Anperson. That is about all I have, Congressman. 

Mr. Liescoms. Could I make a suggestion so that it will not make 
the record too big ? 

Mr. Anperson. Yes, sir. 

Mr. Lrescoms. Just one statement signed by the group of them, 
instead of sending in a lot of different statements, might do the job. 
Can that be done ? 

Mr. Jones. I think Mr. Lipscomb has a good point. 

Mr. Anperson. I appreciate that. Your records are probably 
quite voluminous by now. 

Mr. Jones. It is easier and better to sav it in one piece than to draw 
it out. 

Mr. Anperson. That is true. We have a diversity of groups. We 
have an Association of Rice Growers for whom we handle a large 
percentage of their traffic, and the Farm Bureau association. But I 
will try to get it down to at least 1 or 2. 

Mr. Jones. Thank you very much, Mr. Anderson. 

Mr. Anverson. I thank you for your courtesy in hearing from me. 
If there are to be no other matters on which you think I will be partic- 
ularly qualified to speak or particularly interested, I will go on back 
tonight then. 

Mr. Jones. That is fine. It is a pleasure to have you and receive 
your statement. 

Without objection, your prepared statement, when submitted, will 
be received in the record at this point. ; 
(The statement referred to is as follows :) 











2700 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


STATEMENT OF INLAND WATER CARRIERS OF THE SAN FRANCISCO Bay AREA 


The following statement in opposition to the recommendations concerning the 
application of user charges on waterways of the United States as recommended 
in the Report on Water Resources and Power of the Commission on Reorganiza- 
tion of the Executive Branch of Government (Hoover Commission) is presented 
on behalf of the following inland water carriers serving the San Francisco Bay 
and Sacramento River area: 


Bay City Transportation Co. LeBoeuf & Daugherty 

Bay & River Navigation Co. Nickols Transportation Co. 

Berkeley Transportation Co. The River Lines, Inc. 

Crowley Launch & Tugboat Co. S. F. Towing Co. 

Harbor Tug & Barge Co. Shipowners & Merchants Tow Boat Co. 
J. C. Freese Co. United Towing Co. 


The policy of toll-free navigation on the waterways of the United States has 
historically existed since the founding of our Republic and was specifically estab- 
lished July 13, 1787, when the Eighth Congress adopted the Northwest Ordinance 
which proclaimed the freedom of the waterways by stating— 

“The navigable waters leading into the Mississippi and St. Lawrence and the 
carrying places between the same, shall be common highways, and forever free, 
as well to the inhabitants of said territory as to citizens of the United States, 
and those of other states that may be admitted into the Confederacy, without 
any tax, impost or duty therefor.” 

“Articles 1 through 6 indicate that this policy established by Congress under 
the Northwest Ordinance was more than a legislative enactment and was, in fact, 
a solemn compact. 

“It is hereby ordained and declared by the authority aforesaid, That the 
following articles shall be considered as articles of compact between the original 
States and the people and States in the said territory, and forever remain 
unalterable except by common consent.” 

Section 3 of the act admitting California into the Union states among other 
things: 

“And be it further enacted that the said State of California is admitted into 
the Union upon the express condition * * * ‘that all navigable waters within the 
said States shall be common highways, and forever free, as well to the inhabitants 
of said State as to the citizens of the United States, without tax, impost, or duty 
therefor’ * * *” 

All Presidents of the United States who have expressed themselves concerning 
the importance of our waterways as internal improvements benefiting the general 
public from the time of George Washington to President Eisenhower, have 
pointed out the vital role waterways play in the economic life of this Nation. 
Some 25 Presidents have stressed the general benefits which result from water- 
way improvement and many have specifically stated that the general public 
through national advancement, cheaper transportation, conservation and devel- 
opment of natural resources, aids to farming, and particularly the national 
defeuse of the Nation, have benefited from our improved waterways. 

Traditionally, all other forms of transportation in the United States have been 
developed through Federal Government expenditures providing right-of-way 
and other elements necessary to provide a strong and adequate transportation 
system. The railroads were granted millions of acres of land in the form of land 
grants from which the railroads today derive millions of dollars in revenues from 
oil and other natural resources. The highways today are partially provided by 
Federal funds for passenger car and truck traffic, funds which are not repaid 
through user charges. The airlines enjoy a Government-provided navigation and 
weather-aids system in addition to having prototype aircraft and other equipment 
provided by the expenditure of Federal funds. 

The Hoover Commission recommendation urging that user charges be assessed 
on waterways in the United States was not a unanimous recommendation, and 
those opposing the recommendation have given very strong minority reports. 

The Hoover Commission report states that only a few large shippers are bene- 
ficiaries of Federal funds spent on improved waterways and thus clearly fails to 
recognize the importance of these waterways as benefiting each citizen in the 
entire Nation. The United States Army Corps of Engineers, which has the duty 
of providing and maintaining our navigable waterways, has been unalterably 
opposed to the assessment of user charges for reasons which have been made 
known to this subcommittee. 





or eet ee NN HK eee ONS owe 6 te 6 oe 


— 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2701 


Ample evidence has been presented to the subcommittee indicating that if user 
charges are assesSed on our waterways, great economic and social upheaval will 
be the result with very definite adverse effects to our national economy and our 
national defense. 

The recent Yuba City flood disaster in California is a good example of the fact 
that the general public is a beneficiary of internal improvements to our water- 
ways. Had it not been for certain internal improvements in the form of dams, 
levees, etc., the recent California floods would have resulted in disastrous effects 
for the entire Nation because millions of acres of fertile farmland would have 
been destroyed, farmland which feeds a large percentage of the people in the 
United States. All forms of business of persons in all walks of life in California 
were direct beneficiaries of these flood control and soil-erosion-prevention pro- 
grams. Navigation on the waterways thus provided is a mere byproduct of these 
internal improvements which would exist whether or not they are used for naviga- 
tion purposes. 

The Yuba City disaster also points out the fact that additional Federal expendi- 
tures are necessary in order to prevent irretrievable losses in property and in 
lives which prevention would again benefit all types of business and all citizens 
without regard to the navigable aspects involved. 

Today, large population centers are located near navigable water; large indus- 
tries are located near navigable water—in fact, many industries exist today in 
the United States and help provide for our high standard of living solely because 
of navigable water. If user charges are assessed against businesses which rely 
upon navigable water for their very existence, many of these firms will be required 
to relocate or cease operations because they are the types of industrial activity 
which can rely only upon water transportation for certain phases of their opera- 
tions. If such businesses are forced to relocate or cease operations, the economic 
upheaval would have serious effects throughout the Nation and would certainly 
cause great social disruptions to thousands of employees and other enterprises 
which depend upon the basic industry that relies on water transportation. 

Water transportation is part of our domestie transportation system. Water 
transportation provides cheaper transportation for certain types of commodities 
and also provides a strong force for competitive rate making. The elimination 
of water transportation through the assessment of user charges would disrupt 
this first-class transportation system and provide competing forms of transporta- 
tion the opportunity to develop their monopolistic tendencies to the detriment of 
the entire Nation. 

During World War II the navigable waters of the United States were a great 
national resource, and with increased development of these resources and in- 
creased use by carriers and shippers this natural resource will increase its 
national defense value. 

Perhaps the easiest way to stress the importance of national policy considera- 
tions concerning these internal improvements is to point out that many flood 
control-soil erosion prevention projects were provided during the last great 
depression because Congress felt such projects were so fundamental to the pres- 
ervation and development of our natural resources and were so fundamental in 
their effects upon the entire Nation as direct beneficiaries of such internal im- 
provement projects. This example certainly stresses the fact that waterway 
improvements are not accomplished because of any commercial interest; they 
are accomplished because of the benefit to the general public with the commercial 
navigable interest being a mere byproduct which automatically comes into 
existence. 

Many statistics have been presented to the committee concerning tonnage and 
its movement on our waterways. Many statistics have also been presented to 
the committee which show the disastrous effects which would result on the ap- 
plication of user charges to many of our basic industries. Although the waterway 
traffic in the San Francisco Bay area is small tonnagewise and investmentwise 
when compared with other waterway regions throughout the United States, we 
want to stress the disastrous effects the application of user charges would have 
on existing carriers and industries which are dependent upon them in this area. 
Firms rely on water transportation to get their commodities to shipside at various 
ports in the bay area. Oil companies rely on water transportation to get their 
commodities to and from refineries and also to the ultimate market. Chemical 
manufacturing firms rely heavily on water transportation to bring in the crude 
materials for their manufacturing processes. Not only would the application 
of user charges cause a cessation of a very large percentage of waterway traffic 
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on bay area waters, it would destroy jobs for hundreds of persons directly em- 
ployed in water transportation and would bring about a large reduction in jobs 
in many manufacturing plants. With such reductions, prices of various com- 
modities would inevitably be increased, thereby bringing about a limitation of 
market to the detriment of the general public. 

The 12 firms who have joined in presentation of this statement respectfully 
request this subcommittee to oppose any application of user charges on the navi- 
gable right-of-way which results from public internal improvement projects. 
It is the feeling of these 12 firms that water carriers should not be singled out 
as one segment of our domestic transportation system to be required to pay for 
the right-of-way which actually is for the benefit of the entire Nation. It is the 
feeling of these 12 firms that since the general public enjoys a higher standard 
of living because of the economic importance of improved waterways and is a 
direct beneficiary of the natural resources which are protected by these projects 
and a direct beneficiary of the national defense aspect of these projects, the 
general public should, through taxes paid, provide for the development and 
maintenance of such internal improvements. 

Imposition of any user charge would tend to destroy jobs for approximately 
600 men and ruin nillions of dollars of investment in the San Francisco Bay 
area alone, and would violate not only the longstanding, toll-free policy of the 
United States but would violate the act of admission making California a mem- 
ber of the Union. 


J. H. ANDERSON, 
Trafic Manager, The River Lines, Inc. 
Mr. Jones. The subcommittee will stand in recess until 2 o’clock. 
(Whereupon, at 12:30 the subcommittee recessed until 2 p. m. of 
the same day.) 
AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order. 
Mr. Frank Doherty, attorney of Los Angeles. 
Mr. Doherty, I want to apologize for the lack of punctuality in 
returning from lunch, but we did not realize we were going, I should 
not say downtown, but on the other side of town. 

Mr. Donerry. Mr. Chairman, the schedule that this committee has 
been carrying on is equal to the Ringling Bros. circus—night and day 
and Sundays and holidays. 

Mr. Jones. Well, we have tried to avoid having people wait for us. 

Mr. Lirscoms. Mr. Chairman, before Mr. Doherty testifies I would 
like to say I have known Mr. Doherty for a good many years. He is 
one of our outstanding citizens in the city of Los Angeles and I am 
really proud to have him as a close friend of mine. 

Mr. Jones. Mr. Doherty, that means that you are qualified. I am 
sure the fine things Mr. Lipscomb says about you are more than true. 


STATEMENT OF FRANK DOHERTY, ATTORNEY, LOS ANGELES, 
REPRESENTING THE CITIZENS COMMITTEE FOR THE HOOVER 
REPORT 


Mr. Douerry. I just hope, Mr. Chairman and other members of the 
committee, that I can fool you like I have fooled him in the past. 

Mr. Chairman and members of the committee, I am here representing 
the Citizens Committee for the Hoover Report. The vice chairman 
of that committee in a letter of November 18, 1955, asked me to appear, 
and with your permission I would like to file with your secretary the 
authorization to represent that committee. 

Mr. Jones. Without objection, the letter will be made a part of the 
record at this point. 





Gi 
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(The letter referred to is as follows :) 


CiTIZENS COMMITTEE FOR THE Hoover Report, 
Washington 5, D. C., November 18, 1955. 
Mr. FRANK P. DOHERTY, 
Los Angeles, Calif. 


DeEaR Mr. Douerty: This is to confirm our telephone conservation and to 
express my personal appreciation for your willingness to appear on behalf of 
the Citizens Committee for the Hoover Report at the forthcoming congressional 
subcommittee hearings in Los Angeles in early December. 

I am aware that no financial inducement could move you to take this time out 
from your very busy schedule. The same devotion to the community welfare 
which has moved you to play such a leading role over the years in California 
business and community affairs brings, I know, your generous acceptance of our 
request for assistance, 

We and the Citizens Committee are grateful to you for accepting this assign- 
ment. 

Sincerely yours, 
NEIL PETREE. 

Mr. Dourrry. I have prepared, so that I will have in written form, 
a concrete statement which I trust has been given to each member of 
the committee. Omitting the first two paragraphs of that statement 
on page 1, because that has alre eady been adequately dealt with, but 
beginning’ on page | at the bottom paragraph of my statement, it reads 
as follow -. 

I have been informed that this committee has already heard among 
others Mr. Robert B. Diemer, chief engineer of the metropolitan water 
district of southern California, and Mr. W. S. Peterson, general man- 
ager of the department of water and power. My information is that 
these gentlemen have and others will give their views to this com- 
mittee respecting water, water resources, and water planning so far 
as it relates to southern California. These gentlemen are highly 
qualified experts in their fields. You could not have more qualified 
and experienced specialists in this field. 

Mr. Peterson, in addition to being exceptionally qualified in the 
matter of water resources, is also a very skilled and outstanding engi- 
neer in the electrical field. 

The Congress of the U nited States in July 1953 authorized the crea- 
tion of a Commission on Organization of the Executive Branch of the 
Government. Mr. Herbert Hoover was named as its Chairman. 

Undoubtedly the Congress had i in mind that during times of stress 
the Government is forced to engage in activities which tn normal times 
are conducted solely by private citizens and financed by private capital. 

In the First World War the Government engaged in private busi- 
ness in a comparatively modest way. During the depression of 1930 
to the commencement of the Second World War in 1941, the Federal 
Government found it necessary to engage in private business to relieve 
the hardships caused by the depression. Among other activities, it 
created the Raconetr uuction Finance Corporation. This was a Govern- 
ment financial activity norm: lly carried on by banks and financial in- 
stitutions. When normal times were restored, the Reconstruction 
Finance Corpor: ation was abolished by the Congress. It was not in- 
tended to function in normal times and under the normal economic 
conditions. 

At the outbreak of the Second World War, the Federal Government 
was pitchforked into every activity necessary to the successful pros- 
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ecution of the war. Under war conditions costs are not considered, 
nor is there any hairsplitting as to what should be done by the Govern- 
ment or = private enterprise. The purpose of war is not to create 
wealth. Primarily its purpose is to destroy wealth, especially the 
wealth of the enemy. To accomplish this necessary and desired end, 
the Government engaged in every industrial and commercial enter- 
prise which aided in the successful prosecution of the war. The ex- 
penditures totaled hundreds of billions of dollars. 

You Members of Congress are probably better advised, and I know 
you are much more advised than I am, but the Second World War cost 
probably $600 billion by the end of or the close of the war. 

In 1953, when the Congress created the Commission of which Mr. 
Hoover was Chairman, it realized and had in mind that a careful 
survey and analysis should be made of Government activities for the 
purpose of returning to private enterprise these activities, among 
others, created by the war and which are no part of the functioning 
of Government in peacetime. 

The reasoning and prilvoonny of Mr. Hoover and his Commission 
are not new to the people of the United States. 

A little over a century ago the bulk of our population was but a 
fringe along the Atlantic seaboard. To the west and south was the 
great public domain. Our Government had full confidence in the 
energy and the initiative of its private citizens. Our Government did 
not say to the pioneers that crossed the Appalachians and those who 
pioneered the South and the Southwest that the Government would 
take care of them, that they would be fed, clothed, and housed. In 
fact, the Government made little and in many instances no provision 
for the protection of the settlers against the ravages of the Indians. 
The settlers and the pioneers were on their own. That is why there 
was built up a strong, self-reliant, freedom-loving people. The Gov- 
ernment was the fair and impartial umpire. It did not enter and take 
part in the playing of the game. The Government had complete con- 
fidence in the vitality and courage of its citizens. The Government 
was made by the private citizen and maintained by him. The private 
citizen tilled the soil and fed the Nation. The private citizen built 
the homes, produced the wealth, and out of the profits of production 
paid taxes that supported the Government and its institutions. 

So in the United States when we speak of the private citizen and 
of private enterprise of our citizens, all of us are proud of the title. 
It is a badge of honor. Private enterprise and the private citizen 
conquered a continent. They built the greatest Nation in history. 
They have preserved that Nation. 

Today we sometimes hear the assertion made that the private citizen 
should not have been permitted to develop and use the natural re- 
sources of our Nation; that these resources should have been developed 
by the Government under Government ownership. It is too often said 
by those who have this philosophy that it is actually wrong for the 
private citizen to utilize and develop the Nation’s natural resources 
at a profit to the private citizen. In other countries possessing great 
wealth and natural resources, the Government owns the timber and 
the minerals. The private citizen is denied the opportunity that is 
ours. Those countries are not populated by a free people. The people 
are captives of their governments. A free people exist only under a 
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free economic system. Where the State is supreme in the economic 
field, the backs and the will of its citizens are bent to conform to the 
will of the State. 

In California we have been blessed with great natural resources. 
We have fertile valleys which produce crops aggregating hundreds 
of millions of dollars each year. We have vast forests owned by the 
Government. We have great oil resources, some of which are owned 
by the Federal Government in the public domain. We have large 
deposits of oil in our tidelands which are owned by the State. We 
have rich deposits of iron ore all in the public domain. The policy 
of our Government, both Federal and State, encourages the develop- 
ment of private enterprise of these valuable minerals. The Govern- 
ment enacts laws to regulate the development of our resources. These 
regulations are designed to encourage production and utilization of 
this wealth and not to prohibit it. 

It is the private citizen who produces oil from the public domain, 
refines it, distributes and sells the gasoline and the byproducts. The 
private citizen provides the capital for this industry. <A profit is made, 
and out of this profit he pays taxes. These taxes maintain the gov- 
ernments of our cities, counties, States, and the Federal Government. 
He pays for the education of our children, our hospitals, for the high- 
ways, and every legitimate activity of government. The private citi- 
zen goes to his fellow private citizens and sells them securities to 
furnish the capital with which to explore for and develop oil. The 
private citizens who buy these securities pay taxes on their earnings. 
The Federal Government, although owning the oil, does not enter into 
competition with the private citizen in the production, refining, and 
sale of oil. 

The private citizen, under Government leases, enters the forests, 
cuts and processes, distributes and sells the lumber so needed in our 
economy. The substantial part of this lumber comes from Govern- 
ment-owned land. The industry is financed by private citizens. They 
make a profit and out of these profits they pay taxes. 

Mr. Jones. Do you consider the falling waters of navigable streams 
to be property belonging to the Federal Government ? 

Mr. Douerty. The falling water when it is captured by the Gov- 
ernment is Government property at that time. 

Mr. Jones. Yes, sir. 

Mr. Donerty. Just as are ores like iron ore, and oil and timber. 
I need to go into a dissertation on that, Mr. Chairman. 

Take the Colorado River water. The Colorado River water—the 
normal flow of the stream—is owned by the States. Only the flood- 
waters that are dammed behind the Hoover Dam become Government 
property, but the normal flow of the river in excess, or rather the nor- 
mal flow of the river belongs to the States which are adjacent to the 
river—Arizona and California, and even, by treaty, the Republic of 
Mexico. 

Mr. Jones. But you recognize the fact that it is a property right. 

Mr. Donerry. Oh, yes. Yes, indeed. 

Mr. Jonrs. The reason why I asked you that question is the analogy 
that you are drawing here. On yesterday we got into a little contro- 
versy with a lawyer up at Portland who did not recognize it as a prop- 
erty right of the Federal Government to sell and dispose of it. 
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Mr. Douerry. I do not know what the situation is there, but in my 
unqualified opinion—and I do not claim to be unusually expert, Mr. 
Chairman—when the Government builds a dam on an interstate stream 
for the purpose of capturing floodwaters and storing them and regu- 
lating them from the standpoint of flood control and navigation, that 
captured water is the property of the Government. 

I will give you a further illustration of it. 

Mr. Jones. If that were not true, there would be no need for the 
Federal Power Act. 

Mr. Donerry. Well, I will go one step further. The Boulder Dam 
Project Act, which was enacted, I think, in about 1927 or 1928, gives 
the Secretary of the Interior the power to make contracts for the sale 
of that water. There is such a contract between the Secretary of the 
Interior on behalf of the United States of America and the metropoli- 
tan water district. That is the claim, or one of the claims of the met- 
ropolitan water district, to title to that property. So if the Govern- 
ment did not own it, then it could not sell it. 

I will continue with my statement at the top of page 6 now. 

The same is true with all of the other natural resources, such as coal, 
iron ore, and other minerals. 

It is from the industry and activity of the private citizen from 
which all of our taxes flow. 

The Government does not compete with its citizens in these 
activities. 

The philosophy of our economy is that the Government will not 
compete on any basis with its private citizens in fields where the citi- 
zens are able to do these things for themselves. 

It is only in the field of the generation and marketing of electricity 
that the Government pursues the false and unsound policy of actively 
engaging in competition with its citizens. 

Mr. Jones. May I ask you a question at that point? You have 
drawn the analogy between the sale of property—oil, timber, and min- 
eral resources—that are a part of the public domein, and that these 
products which are furnished by Federal sale flow into the economy 
of our private enterprise, and therefore it is not a situation of the 
Government competing with the people. 

Mr. Dounerry. That is correct. The Government does not drill any 
oil wells. 

Mr. Jones. Then you say that the Federal Government is in com- 
petition with the people in the so-called private utility business. 

Mr. Donertry. Yes. When it generates and distributes and sells 
power in competition with private enterprise. 

Mr. Jones. Now let me ask you a question in that connection. How 
does the private utility obtain its authority to operate ? 

Mr. Donerry. They operate in California by our constitution, 
which provides for the creation and operation of public utilities in 
many fields, such as railroads, telephone, telegraph, light and power, 
water, etc. 

Mr. Jones. Does it obtain its corporate authority or its authority 
to operate in a geographical area from a public service commission, 
or a franchise from the city, or a franchise from the State ? 

Mr. Donerry. In California the public utilities commission regu- 
lates rates. The franchises for the operation of these facilities, as far 
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as privately owned power companies are concerned, must come from 
the cities, the counties, and the States, or other subdivisions of the 
States. 

Mr. Jones. They get it from the people themselves ? 

Mr. Douerty. Oh, yes. The fact is that we get the title to our land 
from our people. 

Mr. Jones. But to engage in a so-called private enterprise such as 
private power you must have a franchise from the people themselves. 

Mr. Douerry. Yes. 

Mr. Jones. And you have no competition from other people. 

Mr. Donertry. Now we are speaking about private power? 

Mr. Jones. Yes. 

Mr. Douerry. The public utilities commission, when you get the 
franchise, they regulate the rates. 

Mr. Jones. I understand. 

Mr. Douertry. In a given area, for that company. And no other 
company is permitted to enter that field. 

Mr. Jones. That is right. 

Mr. Douerty. Unless they can show that there is a public need or 
public interest for it. 

Mr. Jonzs. So the people in the municipality, or the area to be 
served by the private utility, are the ones who give that authority. 
The private utility obtains its authority to operate without competi- 
tion in that area from the people who reside in that area, or through 
their Government instrumentalities. 

Mr. Douerry. That is either the people who reside in that area or 
from the State, direct. 

Mr. Jones. So the sale of power is entirely different from the sale 
of il to be derived from the public domain, is it not ¢ 

Mr. Donerty. The Government does not enter the field of oil pro- 
duction, because if the Government took over the title, as it does in 
Mexico to all oil, then the Government would have a monopoly and 
could create the monopoly by franchise to anyone it would designate 
to represent the Government. 

Mr. Jones. Yes. So they would work for the Federal Government 
and they would work for the State government or the municipality, 
wherever the utility was to serve. So ultimately it would be a question 
of whether the people in the area wanted to exercise that franchise 
for themselves or whether they wanted a private utility to handle their 
affairs as far as energy is concerned. 

Mr. Douerry. If you abandon our whole philosophy of government 
and say that in each locality and city, county, or State, that the Gov- 
ernment may take over any activity it sees fit, or grant it to a public 
utility corporation, then you are correct. But the difference in my 
thinking is that the Government—our whole philosophy of govern- 
ment from the beginning down to date is that the Government will 
not. exercise as a governmental function the carrying on of private 
activities in the commercial and industrial field in competition with 
its citizens. 

We speak about power—the power to occupy our land. The title 
to our land comes from the Government, but the Government does 
not go out and establish collective farnis, as it does in some other na- 
tions. It says to the private citizens, “This is the title. It comes from 
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the people. We let you have the title. You use it and you develop 
it in the public interest. It is yours and we will now grow crops, cot- 
ton, wheat, corn, or fruit, in competition with you.” 

Mr. Jones. Following that reasoning, should the Federal Govern- 
ment vacate its traditional role of developing the water resources that 
produce power ? 

Mr. Donertry. No. Wherever—and this is in numerous instances— 
the Government has a duty in matters of interstate rivers, or in other 
situations where it is more appropriate for the Government to under- 
take it, as in the case of the Fryingpan down in Arkansas, and that 
enterprise—for the Government to go ahead and build the dams and 
to have the falling water—then that is a proper exercise of govern- 
mental power, because it controls flood waters and it promotes navi- 
gation and the use of water in an orderly manner as a result of that. 

Mr. Jones. Let us take your example and pursue it a step further. 
Suppose that the people in Colorado in the Fryingpan area and all the 
people within the service area decide that they would rather have 
their own cooperative and distribute power themselves through either 
their rural cooperative or through a municipality, and they do not 
want a private utility to serve them. Should the Federal Govern- 
ment then continue to construct the Fryingpan in the event there is 
no private enterprise there to take the energy off the generators? 

Mr. Donerry. Certainly the Federal Government should go ahead 
and develop the same facilities and provide the power to the coop- 
eratives or municipalities; but when it does that it should do it on 
the same terms that private capital in competition with that has done. 

Mr. Jones. I see. 

Mr. Dornerry. That means they must pay taxes. They must take 
it on the same terms as the private investor, who pays the taxes which 
build this Government dam. 

Mr. Jones. I see. In other words, it is your contention and your 
belief that the generation, the sale and distribution should have uni- 
versal laws applying to all consumers of that power? 

Dr. Donrrry. When the Government leaves the governmental field, 
as here in this great city it has, and enters into a private commercial 
project and establishes its water and publie utility district—and I 
am speaking particularly of power—I might say, Mr. Chairman and 
members of the committee, that this department of water and power 
in Los Angeles is well managed and the most efficiently managed of 
any such enterprise in the United States, with men of capacity and 
integrity; but the city recognizes and the law recognizes and the 
decision of the court recognizes that operating a power department 
is not a governmental function; it is engaging in a private commer- 
cia] business undertaking. So when the Federal Government builds 
the Fryingpan and says to the cooperatives, organize, and to the 
cities, organize your own powerplant and we will furnish the money 
to you to ) put in your generating plants and we will build your trans- 
mission lines and your distribution system, then I say when the 
Government does that it is not any longer acting in a governmental 
capacity, but it has gone into private business. 

If it insists on going into private business it should go in and con- 
form to the same rules that prevail in respect to the private citizen 
who is putting his capital up and paying taxes, because these taxes 
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make it possible for the Government to build the Fryingpan dam, 
and the transmission line, and the distribution system, so as to supply 
these cooperatives and the cities. 

That is my position. 

Mr. Jones. Yes, sir. I will tell you what. As long as I practice 
law I hope I do not have to face you across the table, because I see 
you are a real advocate, and I hope that I can get into the lower courts. 

Mr. Douerty. I thank you, Mr. Chairman. 

Mr. Jongs. You go right ahead. 

Mr. Donerry. I have heard so many kind things about you and 
this committee that I appreciate very much your kind remarks, 
because in the last analysis I am your kind of people. 

Mr. Jongs. We like to play football, don’t we? 

Mr. Donertry. Yes. I was speaking about the matter that the 
Government should not actively engage in competition with its citi- 
zens. I will continue to read from my prepared statement. 

In 1933, only seven-tenths of 1 percent of the power generated was 
by the Government. Twenty years later, with projects then planned 
to be completed, this volume has increased to nearly 13 percent of the 
total power generated. The trend is still on the increase. 

There is no essential difference between the production, distribu- 
tion, and sale of the commodity known as electricity than the com- 
modities known as oil, iron, lumber and coal and their byproducts. 
All come from natural resources. All, to some degree, originate in 
the public domain. 

The private citizen, encouraged by sound Government policy, in- 
terests other private citizens to join together to form a privately owned 
public utility corporation for the generation, distribution, and sale 
of electricity. ‘The capital for the enterprise is from the private citizen 
and not from the Government. The private utility submits to the 
regulations of the Federal and State governments. The regulations 
are most rigid. The public agencies regulate the nature and character 
of the development, and fix the rates which govern the earnings of 
the utility. The utility pays local taxes, State taxes, Federal taxes. 
The private citizens who are customers of the private public utility 
pay taxes to all agencies of the Government. 

Across the street, the Federal Government sets up a powerplant. 
It has no money of its own. The only money the Federal Govern- 
ment has is that paid to it by the private citizens in taxes. The cus- 
tomers of the private public utility, the stockholders, the bondholders, 
and the private public utility itself, all pay taxes. The Government 
takes these taxes from these private citizens and goes into business 
in direct competition with these private citizens. It pays no local 
taxes nor does it pay State or Federal income taxes. It distributes 
the publicly owned power to customers across the street from the cus- 
tomers of the private utility. It boasts of “cheap” power. Why 
shouldn’t it be cheap? The investment in the plant does not cost the 
Government anything. It pays no taxes to anyone. It is a subsidized 
enterprise. 

Is this fair? Would you apply the same principle if the Gov- 
ernment went into the oil business or the production of steel, or the 
manufacture of lumber and byproducts from the timber? The ques- 
tion answers itself. 











































2710 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Secretary of the Interior McKay, on Sunday last, stated that his 
opinion on power development was this. I might say, Mr. Chair- 
man, when { quote Secretary McKay I can do it with considerable 
warmth. We are old friends. We were doughboys in the infantry 
overseas. We served together side by side and he is a brave soldier— 
almost fatally injured—and a man of the highest integrity. 

He said ina stutement last Sunday: 

Where people are able to do things for themselves, they should not lean on 
the Federal Government or the State. I think the local people should step out 
ee the things themselves, and whether it’s public or private is none of my 
alair. 

Ile was speaking on the power proposition. 

The Secretary is commended for his forthright statement. 

Those opposed to what I am saying contend that private enterprise 
should not make a profit from natural resources. What an absurdity! 
The soil of our valleys is a natural resource. It produces wheat, corn, 
cotton. Is it wrong for the farmer to make a profit? The private 
citizen that produces oil from the public domain, or cuts the timber 
from the forest owned by the Government, or extracts iron ore from 
Government-owned land, processes it, distributes it, sells it, and makes 
a profit. Is that not the entire philosophy of our Government? Is 
not that the policy and philosophy of our people? Is not that the 
foundation of our greatness? Then why the exception in the case of 
electricity ? 

It is wrong for the Government to use the money of its citizens to 
compete with its citizens, to use the taxes paid by the taxpayer to 
destroy the taxpayer. Why the discrimination against the customers 
of the private utility in favor of the customers of the Government- 
owned, tax-free utility? Why should 10 percent of our people be 
favored and preferred at the expense of the other 90 percent? This 
discrimination is unfair. It cannot be justified. 

I read the Hoover report, as you have, Mr. Chairman, where it says 
that, for instance, in the States of New York, New Jersey, and Penn- 
sylvania, which pay 29 percent of the taxes, they do not have any 
Federal power of any sort. They pay 29 percent of the bill that goes 
into the cheap power furnished at Government rates. 

Mr. Jones. Do you subscribe to the conclusions reached by the Com- 
mission in its dissertation on the injury which takes place by the im- 
position of taxes on one section for the benefit of another ? 

Mr. Donuerty. Mr. Chairman, I want to come to that a little bit 
later and I will discuss that in a statement or two made by Mr. Peter- 
son this morning. When I discuss it with Mr. Peterson I want you 
and other members of the committee to know, Mr. Chairman, that I 
am a raw amateur and he is a skilled expert and a man of fine integ- 
rity. So I want you to realize that I am out of my class when I dis- 
pute anything with Mr. Peterson, but I will do my best to show that 
the Hoover Commission report does not do what Mr. Peterson says 
it does under paragraph 9 and under paragraph 15 (a). 

Mr..Jones. Yes, sir. 

Mr. Donerty. I will now continue. 

Here in California our citizens are very proud of their privately 
owned power companies. These companies serve the public well. 
Their rates are reasonable ; their service efficient. 
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Over the noon hour, Mr. Chairman, out of curiosity, and thinking 
that your resourceful questioning would produce this information, I 
asked what is the difference between the rates charged in this locality— 
and I think it applies to the department of water and power as well 
as the Southern California Edison Co.—lI asked the taxman of the 
Edison Co. on the telephone, what is the difference between the rates 
charged by the Southern California Edison Co. at this time as com- 
pared with the charge previously. His answer was, No. 1, that in 1952 
it was the first time in 31 years that the company asked for a rate in- 
crease. That is No. 1. 

No. 2, the rates charged in 1940—and keep in mind, Mr. Chairman, 
that was before the war got to pyramiding prices, where the dollar was 
forced down in value by reason of the great expenditure we were put 
to—I asked what was the difference between the rates charged by the 
Edison Co. to its customers in 1940 and the rates charged in 1955. The 
answer was seven-tenths of 1 percent more. 

Iam satisfied that the department of water and power has an equally 
fine record. 

Now I will continue. After I spoke of the rates and their service 
being efficient, I say: 

Two of the largest of these private power companies serve nearly 
3 million customers. These two electric power companies have invested 
in their electric plants in service $2,300 million. This is not taxpay- 
ers’ money loaned or advanced to these companies by the Government. 
It represents the investment by private citizens in companies in which 
they have the highest confidence. 

These two companies in 1955 will pay in taxes out of their earnings 
$125 million. 

That, Mr. Chairman, is a larger budget than a number of our States. 
I am not giving all of the power, but two principal companies— 
Southern California Edison and Pacific Gas & Electric, who will pay 
this year $125 million in taxes. . 

Mr. Jones. Mr. Doherty, are they subject to the rates fixed by the 
public service commission ? 

Mr. Donerty. Yes, indeed; and we have a very excellent one of 
long standing, 

Mr. Jones. What facts are taken into consideration in establishing 
arate for a utility ? 

Mr. Donerty. I am not a rate expert, but from general knowledge 
of it, we take the company’s operating property. 

Mr. Jones. Property ¢ 

Mr. Douerry. In other words, if the company went out and bought 
property foreign to its activity, and invested its capital, that would 
not be considered in arriving at their rate base. It is what they have 
invested in operating property. 

Mr. Jones. Does it take into account the ad valorem taxes that the 
company pays? 

Mr. Douerty. Oh, yes. 

Mr. Jones. And that goes into the rate that is charged to the con- 
sumer ? 

Mr. Donerty. Yes. 

Mr. Jones. Do they take into account the excise taxes that go into 
the rate that the consumer pays ! 











2712 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Mr. Donerry. I do not want to get over my head, Mr. Chairman, 
because it is like patent law. I am a general practitioner. I know as 
little about patent law as I do about the atomic bomb. 

On the matter of rates before the public utilities commission, they 
have rules and regulations of their own, and they have a very fine 
staff of engineers. That commission was established in California 
by a gentleman well known throughout the United States, named 
Hiram W. Johnson. He established a good one, and it has been in 
operation ever since. It has the wholehearted support of our people, 
because it is an honest commission and an efficient commission, and 
a very independent commission. 

I might say in the minds of the private public utility group they 
say it is propublic and antiprivate utility. 

Mr. Jones. The rates that are paid and which you referred to of 
$125 million 

Mr. Douerty. That is the taxes they pay. 

Mr. Jones. The taxes are paid on their rates, which are established 
by a commission, who add the cost of those taxes to the consumer’s 
bill. Isn’t that true ? 

Mr. Douerty. That is the same as every commercial activity. 

Mr. Jones. Just like when you go down to the filling station here 
and you buy a gallon of sien and you pay 30 cents for a gallon 
of gasoline and pay 6 cents State tax and 2 cents Federal excise tax. 
You do not contend that the operator of that filling station pays that 
6-cent tax, do you? . 

Mr. Douerty. No; I do not. It is just like every commercial 
activity. 

I understand, for instance, Mr. Neil Petree, who is president of one 
of our very large enterprises here, commercially deals in a very large 
volume of merchandise, and he pays so much to the manufacturer and 
then adds to that the various costs—— ’ 

Mr. Jones. But he is taking a risk when he puts up a piece of mer- 
chandise on the counter and marks it up at a certain price. He is 
in competition with someone else selling the same article. 

I do not think it is a very valid analogy to make a comparison be- 
tween a man selling a pair of shoes in a shoestore or a box of aspirins 
in the drugstore, as compared with a tax that would be imposed upon 
a utility which is guaranteed under the law a fair return on its 
investment. c : 

Mr. Donerry. Well, Mr. Chairman, you gave the illustration of 
the oil companies. They are in competition. t 

Mr. Jones. Oh, yes; but they are still not paying the tax when 
you buy a gallon of gasoline. eit ; 

Mr. Dourrry. The public is paying it; that is, the tax that you 
spoke of. Also they are paying the wages of the employees and they 
are paying for the withholding tax on the employees, and they are 
paying for the wages of the prime producer all down the line. 

Mr. Jones. I understand that. ; ois 

Mr. Donerry. It is a part of business and commercial life. But, 
Mr. Chairman, when you say that there is no risk, the public utilities 
commission can say to anyone, as I know they have said recently, 

where that company is not efficiently managed and sonar y 
managed and it asks for an increase in rates, then it is compared wit 
other companies in a like field and what they are doing. 
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Recently in a decision they said, “You do not get any increase in 
on aa you are not operating efficiently.” ‘Therefore they do 
take a risk. 


The public utilities commission is the supreme court, and what it 
says is final. 


There is nothing in America, thank God, that people do not earn 
asa result of their merits. Let us keep it that way. 

I was speaking of the taxes paid amounting to $125 million. 

This money is used to maintain our schools and universities, our 
hospitals and other State institutions, and also our county, city, and 
State governments. The larger portion of it is paid in income taxes 
to the Federal Government. 

That is another thing private enterprise does that Government 
ownership cannot do. We have in this great State, as you do in the 
State of Michigan, a great private institution, the University of 
Michigan. 

Mr. Jones. Let me explain one thing. I am not trying to get into 
a discussion with you and be placed in the position that I am advo- 
cating Government ownership of everything. The point I was mak- 
ing in relation to your discussion about the payment by these private 
institutions of a tax, is that the tax was paid by the consumers of the 
electricity, and by virtue of the fact that the rate was set by a public 
agency and does not cause the utility to have to make the payment 
of the tax. 

Mr. Douerty. But they had to pay the tax out of profits. If there 
were no profits, there would be no tax. 

Mr. Jones. That is quite true. 

Mr. Douertry. I was going to illustrate it from the standpoint of 
what free enterprise does. It is so little recognized. 

We have in the United States somewhat of a threat, and I hope it 
is stopped, that all education should be owned and controlled by the 
State. I am a believer in private universities and independent uni- 
versities. In California we have Stanford University, and Southern 
California, and a number of very fine educational institutions which 
are supported by the public, by donations out of profits. If it were 
not for private enterprise and private citizens, there would be no 
money available to maintain those institutions, or maintain the great 
University of Michigan. 

When the Hoover Dam project was under consideration, the Secre- 
tary of the Interior at that time stated that the project could not have 
been financed or the dam built if it had not been for the joint action 
of the department of water and power and the Southern California 
Edison Co. They underwrote the cost. It is still the mode] multiple- 

urpose water, flood control, power project that has ever been built 
by the Federal Government. The Federal Government will be paid 
in full for its investment in Hoover Dam, with interest. 

In northern California the private power company has built at 
the expense of the company, and without aid from the Federal Gov- 
ernment, 50 dams at high elevations with a total capacity of 1% 
million acre-feet. You probably do not know what an acre-foot 
means. It is 43,560 square feet, which comprises an acre, 1 foot deep 
with water. ; 

So they have in storage in northern California, at the expense of a 
private power company, 1% million acre-feet of water. 
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_ In the High Sierras, the Southern California Edison Co. has built 
five reservoirs with a total capacity of approximately one-half million 
acre-feet. The money to build these dams to store the water came 
from private citizens. None of it was Federal money. This water 
is released by the power companies from reservoirs for irrigation of 
the lands in the valleys when and as the farmers want water. 

The Reclamation Service controls that. They tell the power com- 
panies when to release the water down for the farmers. It is free 
water to the farmers. Most Federal projects—I should not say 
most—sell the water to the farmers. No so here. It is free water 
to the farmers. The farmers get a regulated flow which would not 
be possible if it were not for the storage by the power company. 

This State has increased in population more rapidly than any State 
in the Union. The power companies have kept pace with this rapid 
and unprecedented development. They have done so with money 
invested by private citizens. 

It is not surprising, therefore, that the Hoover Commission should 
make the findings and recommendations that it did with respect to 
Federal power. The Commission states in its report, page 109, that 
the “Federal taxpayer is subsidizing [Federal] projects.” The Com- 
mission report points out that the burden is unequally distributed; 
that when the present Federal program is completed, the total popu- 
lation directly benefited will be less than 10 percent of the whole popu- 
lation; that these subsidies are paid by 90 percent of the citizens who 
do not receive power from any Federal power project. 

To briefly summarize some of the highlights of the Hoover Com- 
mission report on power: 

The Commission recommends that the Congress authorize the Fed- 
eral Power Commission to fix the rates on Government power. What 
is unreasonable about this? Why should a Government bureau sell 
Government power without supervision of the proper Federal agen- 
cies? The Hoover Commission recommends that the unfairness of 
the Federal power program now imposed upon the great majority of 
the people be ended. The Commission recommends that the Federal 
investment in power projects amortize and pay interest on the Federal 
investment in power and that payments be made by the Federal proj- 
ects to the States and local governments in lieu of taxes equivalent to 
similar payments made by private public utilities. 

Is this not a fair proposition? Should not the Federal power 
projects stand on their own feet and not be dependent upon Federal 
subsidies? The Commission recommends that the Federal Govern- 
ment cease competing with private citizens and discontinue the build- 
ing of steam plants to generate electricity; that the Federal Govern- 
ment cease building transmission lines where such transmission lines 
can be provided by non-Federal agencies. The Commission further 
recommends that the private utilities be permitted to purchase a fair 
share of the Federal power. Why should the Federal Government 
discriminate against its private citizens and refuse our private citizens 
a fair share of Federal power developed at Federal powerplants and 

paid for by all of our taxpayers? 

The Commission does not recommend or favor that the dams be 7 
sold to private parties. Quite the contrary—it opposes such sale. | 
The Commission does not recommend that the electrical facilities at 
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the Federal dams be sold to private utilities. Let the Government 
continue to own and operate these multiple-purpose projects and at 
the same time treat its private citizens fairly. There should be no 
discrimination by the Federal Government against the customers of 
a privately owned public utility in favor of one that is publicly owned 
We do not have two classes of citizens. 

In conclusion, I venture to suggest to the members of this committee 
that in their long public career they will never live to see a Com- 
mission of this character headed by a man with the patriotism, 
the foresight, the organizing talent, the ability, and the integrity of 
Mr. Herbert Hoover. He is all-American. His philosophy of gov- 
ernment is in complete harmony with the tradition of the United 
States. The Hoover Commission has done an outstanding job. We 
trust that the Congress of the United States will utilize to the fullest 
extent its recommendations. 

With the permission of this committee, I would like to have an 
opportunity of studying Mr. Peterson’s criticisms of certain phases of 
the Hoover report, and to write the chairman of the committee a brief 
response on it. 

Mr. Jones. Without objection. 

(The statement referred to is as follows:) 


Los ANGELES, CALIF., January 25, 1956. 
Hon. Rosert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations, 
House Office Building, Washington, D.C. 

DEAR Mr. Jones: At the conclusion of my testimony before your subcommittee 
at Los Angeles on December 7, 1955, I asked permission to file a brief supplemen- 
tary statement. You most graciously granted me this permission. The state- 
ment is as follows: 


SUPPLEMENTAL STATEMENT OF FRANK P. DOHERTY REPRESENTING CITIZENS COM- 
MITTEE FOR THE HOOVER REPORT AND AS A PART OF THE TESTIMONY OF FRANK 
P. DoHERTY GIVEN ON DECEMBER 7, 1955, AT THE HEARING OF THE SAID SUB- 
COMMITTEE ON WATER RESOURCES AND POWER 


I shall not prolong this supplementary statement by setting forth reasons for 
caleulating and recovering the costs of Federal electric power which include 
amounts equivalent to the Federal income tax which would be paid were the 
project owned by private citizens. As the Hoover Commission states on page 
110 of its Water Resources and Power Report : 

“It (referring to its Task Force) also states that there is neither economic 
nor social reason, nor reason in equity, why all customers of Federal power 
should not pay in their rates their fair share of the costs of Federal, State, and 
local governments.’ 

These supplementary remarks are stimulated by a statement made by a wit- 
ness at your Los Angeles hearings on December 7th that the inclusion of Fed- 
eral taxes would cause a 100-percent increase in rates of power from Hoover 
Dam to the department of water and power of the city of Los Angeles. 

The following excerpts from the testimony given on December 7, 1955, by Mr. 
William S. Peterson, general manager and chief engineer of the department of 
water and power of the city of Los Angeles, state Mr. Peterson’s objection to 
recommendation No. 9 of the Hoover report and in which he made the statement 
referred to: 

“Recommendation No. 9 inaugurates a new theory of rate fixing that has seri- 
ous implications. The proposal to have the Federal Power Commission fix rates 
on Government power sales at levels that would include an amount based upon 
the Federal taxes paid by private utilities has no support in legislative or rate- 
making history or practice. * * * 

“This dangerous precedent, if applied to the Hoover Dam project, with a 100- 
percent increase in rates, could only have the effect of disturbing a financial 
arrangement that is considered outstanding among Federal power projects.” 
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Mr. Peterson, who is an engineer of the highest standing, was referring to cost : 
of the power at Hoover Dam to the department of water and power. The public 4 ¢ 
press, and I am sure the citizens of Los Angeles, mistook this statement to mean =: t 
that the recommendations of the Hoover report would result in 100-percent in- 
crease in the cost of electric service to the power consumers in Los Angeles. 

The Hoover task force found that in the period 1937 to 1953, 76 billion kilowatt- 
watt hours of Hoover Dam power was sold at a cost of service deficiency of 
$101,500,000. (See table in task-force report, vol. 2, p. 496.) This is a deficiency 
of 1.3 mills per kilowatt-hour. The same table shows that Hoover power at 
Hoover Dam sold at an average of 1.64 mills per kilowatt-hour during the period 
1937 through 1953. The addition of both State and Federal income taxes plus 
local taxes would only mean an increase in the cost of power at Hoover Dam ; 
of about 78 percent to the department of water and power of Los Angeles. 

What would be the effect of the inclusion of all taxes (Federal, State, and 
local) on the customers of the operating agencies? Neither of these agencies 
takes all or even a major portion of its power from Hoover Dam. In order 
to simplify the problem, however, and to assure that the effect on the ultimate 
customer is not underestimated, I will assume that all of the Hoover power ’ 
deficit of 1.3 mills per kilowatt-hour were passed on to the ultimate consumers. j 

In the table following page 25 of the Los Angeles Department of Water aud 4 
Power annular report, for the fiscal year ending June 30, 1955, the average 3 
billing price per kilowatt-hour for all classes of customers combined is set forth 
as $V.0151 (15.1 mills) for the fiscal year 1954 and $0.0149 (14.9 mills) for the 
fiscal year 1955. Even under the assumption that the deficit of Hoover power 
of 1.3 mills per kilowatt-hour were passed on to the department’s customers, 
this would mean less than a 9-percent increase in the average billing price. 

In reference to the domestic consumers who, on the average, consume annually 
1,982 kilowatt-hours, according to page 14 of the annual report, this would mean 
a 6-percent increase in the average price. Such an increase, through the addition ‘ 
of taxes that are applicable to production only, would amount to approximately ’ 
$2.60 on the average annual domestic bill. , 

As I remarked in my original statement before your subcommittee, it is 
wrong for the Government to use the money of its citizens to compete with its ; 
citizens, to use the taxes paid by the taxpayer to destroy the taxpayer. There ‘ 
should be no discrimination against the customers of private enterprise in favor i 
of the customers of Government enterprise. The discrimination can be re- 
moved— it should be removed. 
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FRANK P. DOHERTY. 


Mr. Donerty. Thank you very much, Mr. Chairman and members 
of the committee. ) 

Mr. Jones. I want to ask you just one question before you leave. , 

If you will turn to page 109 of the report, I wanted to get your , 
thinking extended somewhat on this discussion of subsidies. It says: 

It is obvious from the financial experience given in the last chapter that the 
Federal taxpayer is subsidizing these projects. The burden, however, is very 4 | 
unequally distributed. 

When these present Federal programs are completed, the total population 
directly benefited will be less than 10 percent of the whole population. 

This subsidy is even more sharply illustrated in the case of the States of 
New York, New Jersey, and Pennsylvania, which have 20 percent of the total 
population, and pay 29 percent of the taxes and receive no Federal power. 

Do you think that is a fair statement, that the larger and wealthier 
States should not pay taxes which would benefit States less able than 
those States of New York and Pennsylvania to construct projects? 

Mr. Donerry. Mr. Chairman, if you are speaking about govern- . , 
mental projects such as flood control, navigation and improvement 
of harbors, the rich States should help the States not so fortunate. | | 
But when you get into the field of a private industrial enterprise—— | 

Mr. Jones. In other words, as long as it has power in it, it is a 
horse of a different color? 

Mr. Douerty. What is that? 
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Mr. Jones. When it has power in it, it is a horse of a different 
color, but as long as it applies to navigation, flood control, reclama- 
tion, or irrigation, then it is a legitimate end of the Government? 

Mr. Douerry. It is a legitimate end of the Government, as I stated, 
and if power is an incident to it, it is proper for the Government 
to provide falling water and to generate power. But when it generates 
power and offers it for sale, it should do so without discrimination 
between its citizens. 

Mr. Jonrs. Now since you object to those subsidies that are going 
to the people, do you have any objection to subsidies being enjoyed 
by the so-called private utilities in the way of tax amortizations? 

Mr. Douerry. On tax 

Mr. Jones. On tax amortizations. 

Mr. Donerry. In what sense are you using tax amortization ? 

Mr. Jones. The tax amortization granted under the Defense Pro- 
duction Act of 1950, which was extended last year, in which the Pacific 
Gas & Electric Co. has had tax amortization of $102,568,000, and the 
Southern California Edison Co. has had tax amortization of 
$34,607,000. 

Mr. Douerty. What do you mean by tax amortization? You are 
in a technical] field and I am not a skilled tax attorney. Do you mean 
on the matter of depreciation ? 

Mr. Jones. That is right. Certificates for the purpose of securing 
a rapid tax writeoff. 

Mr. Lipscomb here is a tax expert and he might be able to explain 
it to you a lot better than I could. 

Mr. Douerry. What do you think they are referring to here, 
Mr. Congressman, because you are a tax expert ? 

Mr. Lipscome. It is a rapid form of depreciation that the Govern- 
ment allowed in the case of certain industries vital to the national 
defense potential. In these cases, where construction of new facilities 
might not have been undertaken in the absence of a national defense 
need, the Government allowed plants to depreciate their investment 
rapidly over a 5-year period. It is given to them on a percentage of 
the total investment in their new plant; that is, their total expenditures 
in new plant outlay. The Government gives them this 5-year depreci- 
ation privilege, so that they can depreciate it rapidly. It has been 
given to these plants because the Government wants to encourage them 
to go into the manufacture of a certain article or the provision of a 
certain service which is important to our national defense. 

Mr. Jones. And increase the capacity of our electric production. 

Mr. Donerry. Does it apply just to private power companies? 

Mr. Lirescoms. No, sir. It applies to many industries in the fields 
of manufacturing and provision of services, and waterways barges 

Mr. Jones. Railroads. 

Mr. Liescoms. Electric utilities and railroads. In fact 

Mr. Jones. All those things where the Government is not in that 
type of business. The rural cooperative cannot enjoy that. 

Mr. Donerty. The little cooperative does not have to pay any taxes, 
“ would be immaterial to him. He charges all of his investment 
off now. 

Mr. Jones. But he still pays ad valorem taxes and excise taxes. 

Mr. Donerry. In certain places, you know, the public can own the 
powerplants. 
70818—56—pt. 14-—6 
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Mr. Jones. The question is on these tax amortizations. Are you in 
favor of these utilities getting that ? 

Mr. Donerry. I would say I would never question the wisdom of 
Congress, Mr. Chairman. 

Mr. Jones. You win. Yes, sir. 

Mr. Douerty. It was a pleasure to be here. Thank you very much. 

Mr. Jones. Thank you, Mr. Doherty. 

Mrs. Griffiths wanted to ask you some questions. 

Mr. Donerry. If you begin to ask about Michigan State versus 
UCLA, we are going to have quite a controversy. 

Mrs. Grirritas. I won’t say a word. I went to Michigan myself. 

I wanted to ask you some questions, but I wanted to tell you first 
that I was very impressed with your logic. I think you developed 
your thesis better than anyone who has spoken yet in the same vein. 

I would like to ask you about page 8 of your statement, the para- 
graph where you point out: 

Those opposed to what I am saying contend that private enterprise should 
not make a profit from natural resources. What an absurdity! The soil of 
our valleys is a natural resource. 

And so forth. 

I agree with you that those are all natural resources and that people 
have made a profit, and they did once belong to the Government and 
the Government did deed them to others. The thing that I think 
you have to look at is that we have another theory also that runs along 
with that, and that is the theory of business. In business there is 
competition. That is the thing which protects all of the citizens. It is 
the competition of business. 

Do you feel that the utilities do compete? Now I am going to have 
to ask you to leave the State of California and view the whole country, 
because I am very impressed with the way you do these things in Cali- 
fornia. But, do you feel in general that the private utilities are com- 
peting with each other and that in that competition the citizen is safe? 

Mr. Donerty. Madam Congresswoman, you are asking me a ques- 
tion where I can only say on principle if private public utilities are not 
competing and rendering service to the public commensurate with 
the charges that they make, the public utilities commission and the 
Federal Power Commission, which have jurisdiction over them, are 
not fulfilling their obligations. 

Mrs. Grirrirus. Then perhaps that is the real problem, and I 
would suggest to you that I think possibly it is one of the real prob- 
lems. 

You point out a private utility which has asked for one raise in 31 
years. Is that right? 

Mr. Donerty. Yes. 

Mrs. Grirrirus. I know of private utilities that asked for a raise 
every 2 years, and have over a period of a good 10 to 15 years. If they 
are denied by the public utilities commission, then they are granted 
by the snpreme conrt of the State. ey 

Mr. Donerry. You get into this proposition: We are a law-abiding 
people and we have confidence in our public officials. If the public 
utilities commission in the proper exercise of their jurisdiction denied 
them a rate and the supreme court reversed it, it must have been on 
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the basis that there was confiscatory action by the public utilities com- 
mission. In other words, the supreme court would never have re- 
versed the ratemaking body unless the ratemaking body was confiscat- 
ing the property of the private utility. 

Mrs. Grirrirus. Now would you be willing to say that perhaps this 
Los Angeles arrangement that you have which supplies the power is 
a very effective means of keeping your private utility rates low ? 

Mr. Donerry. I would not think so, Mrs. Griffiths, for this reason: 
The department of water and power, you might say, has the cream 
of the area. It is in this very compact, highly centralized area. The 
department of water and power being a publicly owned enterprise has 
certain things that a private utility is not granted. That is no discredit 
to the department or water and power. 

In the surrounding areas, sometimes referred to as the thin areas, the 
Southern California Edison Co. operates. That is, in outside of Los 
Angeles City. The rates charged by the Southern California Edison 
Co. are perhaps in the neighborhood of 20 percent higher than those 
charged by the city of Los Angeles, Yet by reason of their service 
and other matters, industry in large numbers are establishing them- 
selves out in what we call the county area. We have an odd county 
here. We have one county with, I think, 48 independent separate 
municipalities in the county. That is almost inconceivable to other 
people. In this county between the mountains and the sea, about 30 
miles or about 40 miles from the San Bernardino line to the Santa 
Monica Mountains, we have better than 5 million people in that area, 
or in those 48 different cities. The city of Los Angeles and the city of 
Pasadena, the city of Glendale and the city of Burbank operate their 
municipally owned activities. The other approximately 44 buy Edi- 
son power and they pay a higher rate slightly. So the competition of 
the department of water and power is fine competition, you under- 
stand. They are first-class operators. 

When you follow these gentlemen here, Mr. Peterson, and his prede- 
cessor, Mr. Scattergood, and our good old friend H. A. Van Morgan, 
they are stars. We had here an Lrishman, and [ am Irish and 1 can 
speak with great warmth on this—he came here from Atlanta and 
got a third-grade education, a fellow named Bill Mulholland, and he 
dug ditches in the street working for a water company, and finally 
became the great chief engineer of the water and power department. 

Boulder Dam was one of his matters that he had a great deal to do 
with. That is the history of this fine water department and this fine 
power department. 

The competition may have affected the service. It could not affect 
rates materially because it has the discrepancy of all taxes which would 
make a difference of 26 percent, so I am told, in rates. That is what 
the Edison Co. pays in taxes that the water power department does 
not pay in taxes. 

For instance, the water and power department does not pay any 
taxes on what you call ad valorem and real taxes. They make a volun- 
tary contribution to the city of Los Angeles, and I think it comes to 
about $4,400,000. That is the largest contribution they have made, I 
believe. They do not pay any State income taxes or any franchise taxes 
or Federal income taxes. That is quite a jump. 
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Let me start down this side of the street, and with all of those things 
on my side, and I will put you in busines across the street from me, and 
you pay all of these taxes, and I’ll get you. 

Mrs. Grirritus. Thank you very much. 

I have observed as we have gone around in those areas where there 
are both public and private power, both rates are lower than in the 
areas where private power exists alone, and I thought it might have 
something to do with competition. 

Mr. Donerty. Thank you, Mr. Chairman and Mrs. Griffiths. 

Mr. Jones. Thank you. It was a pleasure to have you with us. 

We have Assemblyman Bud Collier of the 54th District in the room. 
Would you like to make a statement, Mr. Collier ? 


STATEMENT OF HON. BUD COLLIER, ASSEMBLYMAN FROM THE 
54TH DISTRICT OF LOS ANGELES, CALIF. 


Mr. Cottier. I am just here as an observer and I will buy every- 
thing my good friend Frank Doherty said. In fact, I want a copy of 
that speech. I want to make it part of my philosophy. 

Mr. Jones. Thank you very much Mr. Collier. 

Mr. Raoul A. Vincilione. Weare glad to have you, sir. 


STATEMENT OF RAOUL A. VINCILIONE, REPRESENTING THE 
INLAND BOATMEN’S UNION OF THE PACIFIC, SAN FRANCISCO 


DIVISION, SIU-AFL, SAN FRANCISCO, CALIF. 


Mr. Vincruiong. [ am sorry I do not have a prepared statement. 
Unfortunately I heard about this hearing only yesterday. 

Mr. Jones. You are the secretary and business agent of the Inland 
Boatmen’s Union of the Pacific ? 

Mr. Vrincitiong. That is right. We have divisions all up and down 
the coast, in Washington, Oregon, and California. We are vitall 
interested in this use-tax discussion. However, as I said before, I 
have no statement prepared. We certainly would like to have the 
chance to voice our opposition to this use tax, and with your permis- 
sion I would like to submit or file a report. 

Mr. Jonrs. At some subsequent date ? 

Mr. Vinciuione. That is right. 

Mr. Jones. Fine. 

Now if you will give your complete name and address to the re- 
porter, he will insert it in the record at this point, and without objec- 
tion the statement of the witness will be made a part of the record 
when it is furnished. 

Mr. Vincrii0one. Thank you, sir. 

Mr. Lipscomn. Mr. Chairman, I am sorry I was speaking to my 
assistant and did not hear all of the discussion, but you are going to 
submit your statement in opposition to recommendation 8 of the 
Hoover Commission report, Mr. Vincilione? 

Mr, Vincuio0neE. That is right. 

(The statement furnished by the witness is as follows:) 
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STATEMENT OF INLANDBOATMEN’S UNION OF THE PAcIFIC, District UNION OF SEA- 

FARERS’ INTERNATIONAL UNION OF NoRTH AMERICA, AFL-CIO, ON BEHALF OF 
Irs SAN Dieco Division, San Pepro Division, San Francisco Division, 
COLUMBIA RIVER DIvisIoN, AND PuGEt SouND DIVISION 


INTRODUCTORY 


The Inlandboatmen’s Union of the Pacific 

This Union represents unlicensed maritime personnel in the major ports of 
the Pacific Coast engaged in intra- and inter-port towing; certain offshore towing 
operations; towing operations via the inland passage to Alaska; and freight- 
boat and petroleum-carrier operations on Puget Sound, Columbia River, San 
Francisco Bay, and Sacramento and San Joaquin Rivers. Also covered by 
collective-bargaining contracts to which the Union is a party are ferryboat opera- 
poe on Puget Sound, the Columbia River, San Francisco Bay, and San Diego 
Harbor. 

The present Inlandboatmen’s Union of the Pacific was first organized on San 
Francisco Bay in the year 1918. Its membership today embraces sume 4,000 
employees. It is chartered as a District Union of the Seafarer’s International 
Union of North America and is affiliated with the AFL-CIO. 


Position of the Union 


The Inlandboatmen’s Union of the Pacific is strongly opposed to the user tax 
on inland waterways recommended by the Hoover Commission. Among the 
primary reasons are the following: 

1. A user tax would be violative of constitutional guarantees, legislative enact- 
ments in the field of transportation, and acts under which Pacific Coast States 
were admitted to the Union. 

2. Different classes of transportation should be permitted to develop to the full 
degree of theiy inherent advantages. Taxes should not be used to disturb 
natural advantages at the expense of the public and to the special benefit of a 
given industry. Railroads that now seek free competition through release from 
ICC control, as it presently exists, should be given no competitive advantage 
through the medium of a tax on the users of inland waterways. 

38. The inland waterways are indispensable adjuncts of coastwise, Intercoastal, 
and offshore shipping. The port of Portland, Oreg., is an example of an inland 
port to which access is permitted only by transit of some 80 miles of Columbia 
River waterway. Industries situated along the Columbia River, principally 
logging, lumber, pulp and paper, have been dependent from their inception upon 
towage of log rafts and lumber barges. Most of this towage is limited solely 
to regions of the Columbia River. These industries are vital in peace, 
indispensable in war. 

4. Inland waterways provide natural and unobstructable courses of commerce 
in time of war. The Federal policy should encourage total development of 
these natural inland courses of commerce for maximum defense of the Nation 
without the discouraging and stultifying effects of tax impositions. 

It is imperative that a high level of employment be maintained on our water- 
ways in time of peace. The tremendous demands for skilled, experienced, 
maritime labor of all categories in time of national emergency, with concurrent 
and immediate expansion of merchant-marine and inland-waterway transport, 
requires that this industry be given every encouragement for maximum 
operational levels. 

5. A user tax would have harmful effects on agriculture, an industry depend- 
ent upon inland-waterway transportation for low-cost, large-scale economical 
shipment of produce. The manifold problems of the farmer are already taxing 
the ingenuity of the best minds of the Nation—with no solution in sight. A user 
tax would add another element of uncertainty and a further cost burden on 
the farmer. 

6. Beneficiaries of inland-waterway improvements are multitudinous. Not 
the least are the railroads, whose roadbeds and other property are protected 
by river flood-control projects paralleling rights of way, and who benefit 
enormously from the collateral shipment of cargoes initially or secondarily 
transported by water. 

Locally, regionally, and nationally, the population benefits from waterway 
improvements and maintenance and the commerce made possible thereby. 
Distribution of a tax on beneficiaries of waterway improvements would be 
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so involved and so diffused, if it were indeed based on principles of equity, as 
to be unrealistic, unsound, and not in the public interest. 

In addition to the above basic reasons for our opposition to the recommended 
user tax, we find ourselves in full concurrence with the view that the building 
of America is not yet complete. Hazards of the maritime entrepreneur, whether 
on inland or open waterways, are great. A user tax would impede the flow 
or risk capital necessary to maintain and develop commerce on the inland 
waterways to the maximum degree. Full development of the agricultural and 
industrial potential of the Pacific Northwest calls for continued expansion and 
improvement of water transportation on the Columbia and Snake Rivers. The 
same is to be said for the full development of the waterways of the Sacramento 
and San Joaquin Rivers, which link the rapidly expanding industrial and 
agricultural production of California’s Central Valley. The decision called 
for is one that contemplates growth and expansion, not stultification. 


USER TAX WOULD BE CONTRARY TO CONSTITUTION, LEGISLATION, AND RESERVED 
PREROGATIVES OF STATES 


The sixth clause of section 9 of article I of the Constitution creates a major 
question of doubt as to the legality of a proposed user tax. This clause provides: 

“No preference shall be given by any Regulation of Commerce or Revenue 
to the Ports of one State over those of another; nor shall any vessels bound to, 
or from, one State, be obliged to enter, clear or pay Duties to another.” 

No less important from a constitutional standpoint is the provision in section 
8 of article I that “all duties, imposts and excises shall be uniform through »ut 
the United States.” How the proponents of the user tax would apply a uniform 
tax throughout the United States, in view of the wide disparity and complex 
pattern of direct and indirect beneficiaries, isn’t apparent. 

Early historical intent of the Congress is manifest in the adoption in 1787 
by the Eighth Congress of the Northwest ordinance: ‘ 

“The navigable waters leading into the Mississippi and St. Lawrence and the 
carrying places between the same, shall be common highways, and forever free, 
as well to the inhabitants of said territory as to the citizens of the United States, 
and those of other states that may be admitted ino the Confederacy, without any 
tax, impost or duty therefor.” 

Federal policy was again clearly expressed in the Rivers and Harbors Act of 
1882 and the act of 1884: 

“No tolls or operating charges whatever shall be levied or collected from any 
vessel, dredge or other water craft for passing through any lock, cana), canalized 
river, or other work for the use or benefit of navigation, now belonging to the 
United States or that may be hereafter acquired or constructed.” 

That the Territories zealously guarded their rights to free and unimpeded use 
of waterways is evident from the act under which California was admitted to 
the Union. Section 3 includes the following: 

“And be it further enacted that the said State of California is admitted into 
the Union upon the express condition * * * ‘that all navigable waters within 
the said State shall be common highways, and forever free, as well to the in- 
habitants of said State as to the citizens of the United States, without tax, 
impost, or duty therefor’ * * *.” 

The Oregon Admission Act of 1859 provided : 

“That the said State of Oregon shall have concurrent jurisdiction on the 
Columbia and all other rivers and waters bordering on the said State of Oregon, 
so far as the same shall form a common boundary to said State, and any other 
State or States now or hereafter to be formed or bounded by the same; and 
said rivers and waters, and all navigable waters of said state, shall be common 
highways and forever free, as well as to the inhabitants of said State as to all 
other citizens of the United States, without any tax, duty, impost or toll 
therefor.” 

The Washington Admission Act contains a similar provision. 

These expressions of constitutional and congressional intent and purpose 
stem from the founding days of the Republic. The policy has been preeminent 
throughout our history that free commerce between the States, and a maximum 
development thereof, depend upon the uninterrupted and unimpeded flow of 
commerce on waterways. The present fact of concentrated industrial, agri- 
cultural, and military development along the waterways has continued to affirm 
the foresight of the Founding Fathers and those who later espoused the same 
view. 
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DEVELOPMENT CONSISTENT WITH INHERENT ADVANTAGES 


The Transportation Act of 1940 calls for a regulation of all types of trans- 
portation “to recognize and preserve the inherent advantages of each.” 

The various classes of transportation will stand or fall as technological changes, 
shifting population centers, and changes in the concentration points of industry 
and agricuiture occur. On the West Coast the river steamboat dominated the 
pioneer period and remained important, both as to freight and passengers, into 
the early 20th century. But with the coming of the railroad and later the high- 
way motor carrier, freight business greatly diminished and passenger service 
disappeared. As the railroads took over the passenger business between San 
Francisco and Sacramento they later lost it to the bus and airplane. Today 
local rail passenger traffic between the two points is slight and but a small 
percentage of what it once was. 

Similar instances of the dominance of one form of transportation for a given 
historical period are many. It is no accident that the Transportation Act of 
1940 carries the statement of principle above quoted. This concept is thoroughly 
consistent with the free enterprise in transportation, and with the proposition 
that the public is entitled to the most efficient and cheapest form of transportation 
for the job to be done. It should not be the function of government to interfere 
for the benefit of any one division of the industry. The great and multitudinous 
benefits that flow to the country as a whole amply warrant the relatively small 
amounts expended for improvement and maintenance of waterways. The “inher- 
ent advantage” concept is sufficient to keep the industry competitively responsible. 

Inland waterway operators have not been the recipients of subsidies, as have 
been the railroads in varied forms. The companies engaged in inland water 
transportation; the thousands of employees who derive their livelihood from 
the industry; the companies that have invested in plants along the waterways 
on the expectation of continued availability of nontaxed water service; the 
cities and towns along the waterways: all are entitled to continued expression 
of the doctrine of inherent advantage. 


INLAND WATERWAYS INDISPENSABLE TO OCEANGOING COMMERCE 


The need for unrestricted inland waterways as adjuncts to a healthy and 
flourishing merchant marine is fundamental. Although it is not clear from 
the task force report as to the precise effect of the proposed user tax on ocean- 
going vessels in all types of waterways, the interrelationship is so direct as 
to have an impact in any case. This is typified by the relationship of inland 
and oceangoing craft on the Columbia River and the dependence of merchant 
vessels on an unrestricted and protected usage of the Columbia River waterway. 
The same is to be said for the San Joaquin River and the inland port of Stockton, 
and for other ports that are reached via inland passages. 

Portland is situated some 80 miles from the mouth of the Columbia. Ocean- 
going commerce of this major port and shipbuilding center is of paramount 
importance to the State of Oregon and the Pacific Northwest. Ingress and egress 
of vessels via the Columbia channel is indispensable for commerce and for 
effective prosecution of war and defense. 

Restrictive taxes would act as a deterrent to the full and effective utilization 
of the Columbia River passage, with harmful effects on the merchant marine as 
well as to the city, the region, and the United States. Present efforts of the 
administration through the Federal Maritime Board and Maritime Administra- 
tion to restore the American merchant marine to an adequate and effective level 
of efficiency for successful competition with foreign interests and national de- 
fense are totally at variance with the recommendation for a tax that would work 
in exactly the opposite direction. Such a tax would be inconsistent with our 
historical merchant marine objectives and the present efforts to rebuild this 
important arm of the Nation’s commerce and defense. 


IMPORTANCE TO NATIONAL DEFENSE 


Experience in two World Wars proved that all types of transportation were 
required in the maximum degree. The concentration of industries indispensable 
to war and defense along the inland waterways placed a tremendous load on this 
form of transportation during the war years. The subsequent growth of the 
inland water transport in the postwar period testifies to its present importance 
in our overall transportation system. Significantly, all basic forms of freight 
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transportation shared in the postwar development. The very fact of this mutual 
growth of competitive units is proof of their individual economic justification. 

Writing in the American Economic Review,’ John G. B. Hutchins of Cornell 
University describes the importance of water transportation in time of war and 
the vast expansion envisioned should a future war occur: 

“The second period, that following World War I, may be characterized as that 
of a limited nationalistic awakening. The great transportation problems of 
1914-18, both at home and abroad, strongly highlighted the significance of 
smoothly working shipping and inland transport for a Nation which perhaps 
unwillingly had become a great power. New considerations of national defense 
entered postwar thinking, but the reorientation of thought and policy remained 
incomplete. The opinion was widely held that another such affair was unlikely. 
Strong remnants of free trade and laissez faire thinking survived. Much em- 
phasis was placed on an efficient liquidation of the war-created situation, with, 
however, some slight regard for future military needs. 

“The third period following World War II witnessed a much further shift in 
emphasis from commercial protectionism toward military self-sufficiency and 
from purely economic toward political objectives. During the war, the volume 
of freight to be moved, the distances, and the importance of the issue had made a 
strong impression in the Nation. The troublous postwar conflict with Russia 
soon prevented any neglect of possible military requirements. Thus in this third 
period we pass the remaining steps from laissez faire to a new mercantilism. 

“The World Wars involved vast movement of men and supplies in the interior, 
then to the ports, and finally across many miles of sea. This was a new require- 
ment in American transportation history. The new scale of war transport may 
perhaps be best indicated by some figures for shipping in World War II. * * * 
This represents an expansion of about 5.4 fold based on the prewar active fleet. 

“* * * Tt may be concluded that in the type of war currently envisioned the 
nation must be prepared to expand its active tonnage by from four- to six-fold. 
This scale of expansion is far above anything formerly envisioned.” [Emphasis 
supplied. ] 

On the west coast, as throughout the country, vital war industries are de- 
pendent upon inland waterway traffic. On Puget Sound and along the Columbia 
and its major tributary, the Willamette, are situated logging, sawmilling, and 
plywood operations that constitute the heart of the Douglas-fir lumber industry. 
Within the Douglas-fir region are the four major species of Douglas-fir, hemlock 
(on which the pulp industry is largely founded), spruce, and cedar. The great 
bulk of the plywood industry of the country is found in the States of Oregon 
and Washington. During World War II the industry was declared essential for 
effective prosecution of the war. 

Also of great importance are the pulp and paper mills of the Pacific Northwest. 
These have uniformly been established at tidewater or on rivers, permitting ship- 
ment of logs to the mills by towed rafts. Some idea of the volume of shipments of 
rafted logs is obtained from the figure of 4,316,325 short tons on the Columbia 
River during the year 1954. In addition, 25,282 tons of posts, poles, and piling 
were shipped. Lumber and shingles were transported on the Columbia in the 
volume of 893,092 tons. Of other nonmanufactured wood 431,028 tons were 
shipped.? 

At Tacoma, Wash., on Puget Sound, there is situated a smelter of the American 
Smelting & Refining Co. Copper and other ores essential for defense are re- 
duced at this plant. At Carquinas, Calif., on the Sacramento River, is a similar 
smelter of the American Smelting & Refining Co. On all the commercial inland 
waterways of the Pacific Coast important large-scale petroleum refineries and 
storage installations are found. Petroleum products are moved by small inland 
tanker craft throughout the commercial portions of the inland waterways. 

Also important from a national-defense standpoint are the reserve-fleet anchor- 
ages of the Maritime Commission and the United States Navy on the Sacramento 
and Columbia Rivers. Servicing of these large numbers of vessels in time of 
emergency would require the use of private craft. 

The need for experienced and skilled mariners is also great in time of national 
defense. The industry should be permitted, without throttling tax restriction, to 


The Effect of the Civil War and the Two World Wars on American Transportation, 
American Economic Review, May 1952. pp. 626-643. 

2Waterborne Commerce of the United States, calendar year 1954, Part IV, Waterways 
and Harbors: Pacific Coast, Alaska and Pacific Islands, U. 8. Department of the Army, 
Carps of Engineers, p. 45. 
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develop its maximum effectiveness and growth so that it is better equipped in 
periods of peak crisis to meet its responsibilities, both as to capital equipment 
and the development of adequate trained and skilled manpower. 

It is finally to be observed that the waterways provide a more certain and in- 
destructible form of transportation in the event of all-out war than is afforded 
by railroads and trucking. One atomic bomb landing on Chicago could paralyze 
this nerve center of the country’s rail transportation system, but it could not de- 
stroy or knock out the inland waterway transportation system of the Middle 
West. A dispersed industry, made up of many units and capable of great elas- 
ticity in the matter of loading and unloading arrangements in time of emergency, 
the inland water transportation industry provides the greatest security for main- 
taining flow of vital traffic over the arteries along which the industrial and 
agricultural] economy of the United States has been concentrated. 


IMPORTANCE OF INLAND WATERWAYS TO AGRICULTURE 


Inland water carriers are important means of transport of low-cost bulk 
agricultural cargo. Large volumes of grain and other agricultual products are 
transported on the Columbia River, as well as the Mississippi and its tributaries. 

In the year 1954, 1,743,620 short tons of wheat were transported on the Colum- 
bia, according to figures of the United States Army engineers, Of this volume, 
426,858 tons were transported “locally” on the river. Barley and rye in the 
volume of 156,708 tons, and animal feeds in the volume of 13.474 tons were moved, 

The problem of the farmer in reaching his market at the lowest cost was well 
stated in Shipways to the Sea: * 

“Economics and engineering are better cures than politics for most of those 
dislocations of supply and demand which rise to the height of national problems. 
One of the most insistent of these problems is that of the western farmer and 
many politically-conceived schemes have been thought of to solve it; but a reduc- 
tion in the cost of the transport of grain from Kansas City or Duluth to the 
Atlantic or gulf coast of from 10 to 15 cents a bushel, an achievement well within 
the possibilities of a unified waterway system, would do more for farm relief 
than 10 decades of subsidies or oratory. Without such a system the lot of the 
farmer in the Midland States will be increasingly difficult for the time is coming 
when the growing populations along our coasts, faced by increasing cost of 
living, will demand relief through lowering of the tariff on agricultural products, 
admitting the grain of Argentina, the butter of New Zealand, the bacon of Den- 
mark at prices with which no farmer of Illinois or Nebraska provided only with 
rail transportation, can meet. The thing has happened before and for the same 
reason. During the early decades of the 19th century, before the full develop- 
ment of the Erie and Ohio Canals, wheat was imported at New York and other 
seaboard cities while farmers in Indiana and Ohio would have been glad to sell 
it for 25 cents a bushel. The opening of waterways to the West ended that 
situation for nearly 100 years, but today there is a continuing contest between 
the western farmers who want to raise and the eastern city dwellers who want 
to lower the tariff on the products which the one produces and the other eats. 

“But the ‘farm problem’ is not the only one connected with costly transporta- 
tion. The cost of lumber has risen in recent decades and nowhere more than in 
the treeless prairies of the midlands. The two main sources of lumber are now 
the Pacific Northwest and the Gulf and South Atlantic States. The transporta- 
tion picture of this commodity shows nearly 1,500,000 tons carried annually 
through the Panama Canal and gulf ports. It shows lumber carried by water 
from Puget Sound to New York, transshipped to the Barge Canal and carried 
as far west as western New York. The canal carried 31,000 tons of such Pacific 
coast or Southern lumber in 1926. If lumber might be shipped all the way by 
water from Puget Sound to Chicago without transshipment it would not cost 
as much as it does now to build a house in Illinois or Iowa.” 

Any increase in the cost of shipment of grain that would arise by a user tax 
would affect the economic welfare of farmers. Yet it is the farm segment of 
the population that has suffered the most severe reversal of income in recent 
years. 

But not only in shipment of farm produce is a flourishing waterway system 
vital to the farmer; the transportation of liquid chemicals, sugar, molasses, 
and fertilizers have made the river and its towing industry a vital bond between 


®Shipways to the Sea, by Ernest S. Clowes, published by the Williams & Wilkins Co., 
pp. 171-172. 
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agriculture and industry. Not to be forgotten are the other agricultural products 
that flow via Midwest barge: Autos, cement, aluminum, and lumber. 

The Nation’s Business‘ reports on the intermovement of agricultural and 
industrial products between the Southern and Central States: 

“Tonnage carried on the Mississippi river system, including the Gulf Intra- 
coastal Canal, totaled more than 158 million tons in 1953, according to the best 
conservative estimates. This tonnage included virtually everything needed for 
mass production—coal, steel, chemicals, petroleum—plus such incidentals as 
enough wheat flour to make New Orleans the No. 1 port in flour exportation. 


* * * s * * . 


“* * * The barges, running regularly to Minneapolis-St. Paul (1,800 miles), 
Pittsburgh (1,596 miles), Kansas City (1,550 miles), and St. Louis (1,000 miles) 
carry the South’s products north—cotton, oil, paper and wood products, sulfur 
and other chemicals. They bring back grain from the Central States, dairy 
products from Wisconsin and Minnesota, iron and steel from Chicago and the 
Ohio Valley, coal from the Ohio and the Kanawha valleys, automobiles from 
Detroit. * * *” 

Herbert Hoover, speaking in 1925, as Secretary of Commerce, noted the impor- 
tance of waterways to agriculture: 

“The topography of our country, the present and future necessities of our 
population, the development we have already accomplished and, above all, the 
goodness of Providence in our natural water channels, clearly define for us two 
major inland waterway systems, the Mississippi system and the Great Lakes 
system. 

“I visualize the Mississippi system as 9,000 miles of connected waterways— 
a transportation system of which 3,100 miles are trunklines and 6,000 miles 
of laterals. That is, a main North-South trunkline 1,500 miles in length, reach- 
ing from New Orleans to Chicago, and there connecting with the Great Lakes 
system and, crossing this, a great East-West trunkline 1,600 miles in length, from 
above Pittsburgh through Cairo to Kansas City. Over a large part of these 
main stems we can maintain 9 feet of depth. 

“In addition, we must diligently improve feeders through the Tennessee, Cum- 
berland, Arkansas, upper Missouri, upper Mississippi, Monongahela, Allegheny, 
and other streams to workable depth for modern craft. * * * It will serve the 
vast heart of American agriculture and will place great commercial and indus- 
trial cities with upward of 7 million people in the cheapest of communications 
with each other and cheapen transportation of agricultural and bulk commodities 
over a great hinterland of States. * * * 

“Diesel engines, improved steam appliances, and better loading and discharg- 
ing devices, have all advanced us a long distance from the old canal boat and the 
packet boat. But the fundamental for use of these appliances is that we shall 
have sufficient and reliable depths of water to make them possible for use. * * * 
Modern forms of development have made water carriage the cheapest of all trans- 
portation for many types of goods. * * * With greater depths and with the im- 
provements in craft, it is possible to restore our waterways. Nor will this 
jeopardize the prosperity of our railways, as some predict. 

“Through the improvement of our waterways, it will be possible to distribute 
industry and population better, because the waterway tends to place many towns 
and cities upon an equality in transportation.” 

The “heavy laborer” aspect of the inland waterways, and their importance to 
agriculture and industry, is described in the previously quoted article from The 
Nation’s Business: 

“The contribution the inland waterways are making, then, is that of the heavy 
laborer—the movement of those essentials to industry and commerce at a cost 
sufficiently low to make the overall economic figure a sound one. * * *” 

The need is for constructive measures to aid the farmer. A use tax would 
serve to add one more complicating burden to his economic dilemma. 


THE BENEFICIARIES OF IMPROVED WATERWAYS ARE MANY 


Among the prime beneficiaries of inland waterways are the railroads. Flood 
control, as an integral element of waterway improvement, is of direct benefit to 
railroads in the protection of roadbeds and property. But to the extent that 





4Laurence Green, ‘“‘Waterways’ Load: Biggest in History,” in the Nation’s Business, 
March 1954, pp. 34-27, 1030104. 
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railroads benefit from the shipment of goods initially handled on the waterways 
and vice versa, the real gain is enormous. On the Columbia River, for example, 
coastwise, intercoastal, and foreign vessels travel some 80 miles inland from the 
mouth of the river to the Portland-Vancouver inland port area. Freight is then 
transshipped by rail throughout the country. 

Lumber and plywood shipped by rail from the Puget Sound and Columbia 
River areas to other parts of the Coast and country is in large part produced 
from logs towed over the inland waterways of Puget Sound, Grays Harbor, and 
the Columbia and Willamette Rivers. 

The incessant effort of the railroads to stifle development of waterway traffic, 
despite the benefits that have inured to the railroads was classically stated years 
ago by Herbert Quick,’ authority on inland waterways. Time has not obliterated 
the underlying verity of his observations. 

“The water carries freight more cheaply; but, under normal conditions, the 
railway delivers it more quickly. The boat is confined to routes where water 
runs or is made to run; but the railway climbs hills, skirts mountains, tunnels 
ridges, and goes everywhere. The waterway is passive, lying in readiness to 
receive freight, but making no effort to get it, sending out no solicitors, pulling 
no traffic wires; but the railway is active, pervading the business life of the 
community, looking out for itself, doing favors, cutting to the bone in the water- 
way’s narrower field, and making its losses up on something else. Each boat on 
the waterway bids against every other boat, and thus the waterway competes 
with itself as well as with the railway, makes no money, accumulates no war 
chest, gathers up no surplus, plans no strategy; but the railway does all these 
things, while it does not compete with itself, or to any great extent with its fel- 
low railway lines. The waterway is a logy animal of almost incalculable 
strength, but of low organism, and unprovided with brains; the railway is highly 
organized, efficient in brain, and knows just how to bring its strength to bear 
on the antagonist’s weaknesses and limitations. The canal or river is the power- 
ful ruminant, carrying great loads, useful, patient, defenseless; the railway is 
the sharp-toothed wolfpack that hamstrings and drags it down. The waterway 
‘receives’ tonnage merely, to be delivered at the dock; but the railway invades 
the shippers’ private offices and makes it an object to them to enter into exclu- 
sive shipping contracts—and in many ways it can penalize the shipper who uses 
the waterway. For the railways go everywhere, and every shipper to some ex- 
tent has to use them and is at the railway’s mercy. To build waterways and 
leave them unprotected is merely to throw money away—after the millions and 
millions already thrown away in the same manner. One might as well turn 
loose a herd of giraffes in Ohio or Illinois expecting them to breed and fill the 
land. The waterway is big game, and like other big game it must be protected, 
or modern high-power guns, such as the railways know so well how to use, will 
surely exterminate it. 

“And yet the railways should not desire the extinction of waterborne traffic. 
All over the world they have extinguished it so far as possible, but there is no 
basic intelligent reason for their antagonism. Of surface, shortsighted reason 
there is plenty. Waterways regulate and control rates on competing railways: 
But at the same time they powerfully promote the prosperity of the very roads 
with which they compete. Paradoxical as this may sound, to railway men espe- 
cially, the transportation specialist (which the average railwayman is not) 
knows that this is true, and understands the reason. 

“Competing with American railways are some of the most flourishing lines of 
water traffic known; but does anyone recall a case where the railway has been 
injured by it, even when the water traffic has increased? Take the New York 
Central and connecting lines to Chicago, for instance. It has—or at any rate 
has had—intense water competition all the way, and it has had to build four 
tracks to take care of its tonnage. It is one of the most prosperous lines in 
America. The most prosperous railway in New England competes with Long 
Island Sound, one of our greatest inland waterways. The Atlantic Coast lines 
compete with the Atlantic Ocean. The Illinois Central competes with the Mis- 
sissippi for a thousand miles: and all over the South, where river navigation 
really retains importance, almost every navigable stream is paralleled by flour- 
ishing railways. 

“But the most impressive illustrations of the basic harmony between the in- 
terests of the railways and those of the waterways are found in the experience 


5 American Inland Waterways, Herbert Quick (New York: G. P. Putnam’s Sons), 
pp. 64—68. 
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of Europe. As a result of the canalization of the Elbe, river traffic increased 
fivefold, but the competing railways were not ruined. They paid greater divi- 
dends than ever—one of them 16 percent. The Main River has been canalized 
to Mayence. There is a railway on each bank. In 10 years the river traffic grew 
more than tenfold, but the railways were not injured. Their trade on the banks 
of the same river doubled in the same time... .” 

An example of the manner in which railroads have unduly depressed their 
rates in order to drive competition out of business is afforded by the rate struc- 
ture for Pacific Coastwise rail shipments in the period following World War II. 
Evidence before the Interstate Commerce Commission showed that the Coastwise 
rail rates, where the rail company was in competition with steamship companies, 
were maintained at levels far below those for East-West shipments of com- 
parable distance, where there was no water carrier competition. These low 
rates were maintained despite enormously increased cost of operation experienced 
by both railroad and steamship companies.° 

The primary results of improvements on inland waterways are increased and 
improved navigability and decreased flood danger. Even were it to be granted 
that the improvement in navigational facilities resulted in benefit solely to the 
users of the waterways, the fact that flood control is to the direct benefit of all 
the people in the region, and the indirect benefit of the entire Nation, cannot be 
denied. On what basis of equitability is a tax to be levied upon and collected 
from all beneficiaries of inland waterway improvements? 

The recent Yuba City flood disaster is a particularly pertinent case. Had the 
channel of the Feather River been deeper, more water could have been accom- 
modated, providing protection from the water hazard and the flood damage which 
caused horrifying loss of lives and extensive property damage. In this case, 
primary benefit would probably be considered to derive to the people of the 
controlled area. 

Were similar channel improvements undertaken in the upper limits of the 
Sacramento River to permit wheat-laden barges free ingress and egress, the 
result might be deemed to be of primary benefit to the users, but the secondary 
benefit again would be flood control. The benefit to wheat growers in lesser 
pea transportation and thereby, indirectly, to the Nation’s consumers, is also 
a factor. 

Had it not been for the already existing improvements to waterways, the 
damage suffered in the California floods would have been immeasurably greater. 
The disastrous effects of flooding enormous acreage of fertile farmland upon all 
the people of the United States cannot be underestimated. Yuba City points up 
the fact that more, not less, Federal expenditures are required in order to prevent 
future losses in lives and property. 

Similar problems, present and potential, exist in other parts of the Nation. 
But the problem extends to manifold areas of improvements, including hydro- 
electric power, conservation of soil, fish and wildlife, recreation, water supply, 
and irrigation. 

A fair proration of benefits derived, and an equitable levying of tax for such 
benefits, is impossible. Such a tax would have to be met by users of the water- 
ways, all persons living in a controlled area, and finally, all persons geographically 
removed from the region, but nevertheless benefiting by such control. Cunsid- 
eration of such a problem of proper assessment, much less administration and 
collection, reduces the proposal to the realm of a Frankenstein. 














































CONCLUSION 


The concept of a user tax is one that has immediate appeal. Offhand, it 
appears plausible and attractive. Any formula suggesting the possibility of 
reduced taxes by shifting it to someone else is bound to be attractive. But 
the fact is that beneficiaries of many Government expenditures and services 
are so diffusely spread throughout the population that any equitable affixing 
of user taxes would be almost impossible or, at best, so costly to administer 
as to make it impracticable. It is patent that a fundamental tenet of govern- 
mental expenditure must be whether the benefits inuring from a given area 
of expenditure are sufficiently distributed to constitute proper and necessary 
Federal activity for the common welfare. Where this test is not met and 
the benefits are narrow and special and privileged for the benefit of a small 
segment of our society, the user tax may well be appropriate. 





* Interstate Commerce Commission, Ex parte 164. 
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We submit that the latter test is not met in the case of inland waterways. 
As we have indicated, it would be equally sound for the proponents of the 
measure to urge a tax upon every city and every hamlet that benefits from 
flood control or that benefits materially from the traffic that flows by or through 
the city or town and adds in one way or another to commercial activity. The 
thousands of acres of rich farmland protected by the levees of the Sacramento 
and San Joaquin Rivers should likewise be taxed, along with the great acreages 
protected along the Mississippi, Missouri, and Ohio Rivers. And we have 
indicated numerous other direct beneficiaries, be they individual private boat- 
owners who use the waterway or sports fishermen. There is no formula, no 
ingenious method, whereby a tax may be imposed on waterway-users that will 
at once reconcile and balance in four-square terms of equity all the areas of 
benefit. The inescapable truth is that the entire population, in varying degrees, 
benefits from the historic policy and program of improving and maintaining 
the inland waterways to strengthen the ties of the 48 States and promote 
commerce and prosperity, and to strengthen our traffic sinews in time of 
national emergency. 

It is also worth considering briefly other cases of direct and indirect benefit 
deriving from Federal activities. Agriculture is a paramount case, and while 
we tend to think in terms of funds expended for crop supports, soil bank meas- 
ures, and the like, consider the cost of scientific research, market research, and 
a host of related activities carried out by the Department of Agriculture. We 
do not charge the farmer a user tax for these services. 

In the field of civil aviation, enormous expenditures are made by Federal, 
State, and local governments to encourage flying. But user taxes are not 
charged the airlines or the private pilot who benefits from the activities of the 
Civil Aeronautics Administration. 

The commercial fishing industry (including that portion on inland waterways) 
is not charged a user tax for the costly and beneficial work of the Bureau of 
Fisheries; logging and lumber manufacturing firms are not charged for the 
research of the Forest Service, although it directly aids the owner of timber- 
lands in the manufacture of forest products. Companies who use the advisory 
services of the Department of Commerce—and the same can be said of many 
other departments of Government as to business, labor, agriculture, and the 
professions—are not charged a user tax. 

Such examples could be expounded in great number. These services and 
benefits are not taxed because as a general proposition they promote the gen- 
eral good and welfare. 

Improvements to our waterways of the type traditionally undertaken by the 
Federal Government are broad in purpose, diffuse in benefits derived, and meri- 
torious as a matter of sound public policy. A user tax would be a corrosive 
intrusion into an area wisely protected in the Constitution and clearly preserved 
as a matter of right by the States. Such a tax is not in the public interest and 
should be unfavorably reported by the subcommittee. 

Respectfully submitted. 
JOHN M. Fox, 
President. 
RAOUL VINCILIONE, 
Secretary. 


Mr. Jones. Mr. Robert B. River, consultant of the California Water 
and Power Users Association. 

We have been talking about you for a long time, Robert. We have 
been talking about the river. We are glad to have you. 

I notice this information sheet is a data sheet on the organization 
you represent. 


STATEMENT OF ROBERT B. RIVER, CONSULTANT TO AND ASSIST- 
ANT SECRETARY-TREASURER OF THE CALIFORNIA WATER & 
POWER USERS ASSOCIATION, OAKLAND, CALIF, 


Mr. River. Yes, sir. 
Mr. Jones. Fine. 
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Mr. River. Mr. Chairman and members of the special subcom- 
mittee, first let me thank you for giving me the opportunity to appear 
before your committee to give you the views of the great organiza- 
tions I have been designated to support. 

I am here primarily on behalf of the California Water and Power 
Users Association, which was founded in Sacramento, Calif., in 
August 1954, and incorporated as a nonprofit corporation in California 
in May 1955. 

The sponsors of this organization are the California State Federa- 
tion of Labor, A. F. of L., the CLO, California Industrial Union Coun- 
cil; the California Grange, sometimes known as the Patrons of Hus- 
bandry; the California Legislative Committee of the Brotherhood of 
Railway Clerks; and the California Catholic Rural Life Conference. 

At present the membership of the association includes numerous 
individuals and 81 statewide, regional, and local groups representing 
labor, farmers, consumers, veterans, religious, civic improvement, and 
public district groups. 

We believe that our association represents—allowing for probable 
duplication—about 5,500,000 Californians, and thus speaks for the 
greatest number of Californians on matters of water and power 
resources. 

I have included on this sheet, which has been furnished you, all of 
the data regarding myself. I suppose I can qualify as an expert in the 
field of water resources and power and principally in administration. 
Knowing that that tag may sometimes be hung on me, that is, the ex- 
pert tag, I wish to state here and now any remarks I may make about 
experts here apply equally to me. Beware of the experts. 

Mr. Lirescoms., Are you giving an individual statement or are you 
giving a statement on behalf of your organization ? 

Mr. River. Thank you for calling my attention to that. This state- 
ment has been authorized by the Board of Directors of the California 
Water and Power Users Association, on their behalf, under the policies 
and principles which have been adopted by that association. It has 
been specifically authorized on behalf of the California Federation 
of Labor by C. J. Hagerty, secretary-treasurer of the California 
Federation of Labor. 

Mr. Lirscoms. Have any of the other sponsors of your group au- 
thorized you to speak in their behalf? 

Mr. River. We have the general authority which is inherent to 
their sponsorship and membership in this association. That is, I 
operate under the board of directors’ authority, which contains repre- 
sentatives of all the sponsoring groups. The board of directors 
authorized me to appear and to make this statement. 

Incidentally, I understand that George Selilmeyer, master of the 
California State Grange, will appear before you to give some more 
particular views of the grange. I understand that from your own 
program. ‘ 

Mr. Liescoms. Then as I understand it now, the 5 sponsors and the 
81 statewide, regional, and local groups representing labor, are all in 
accord with the statement you are going to make before the committee ? 

Mr. River. No, you do not, sir. 

Mr. Liarscoms. Oh? 

Mr. River. The situation is that the board of directors of this asso- 
ciation has been given the authority by the sponsoring organizations 
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of this association to tell me to appear and give testimony, to write, 
to publish, or to do anything that they desire to have me do within 
the limits of the remarks of policies and principles which have been 
adopted by that board and by the sponsoring organizations. It is 
my responsibility to hold my remarks within that declaration of poli- 
cies and principles. 

Mr. Lirscoms. That is clear, sir. 

Mr. River. Then the board can specifically, and has in this case, 
specifically authorized me to go and appear at a given hearing. 

Mr. Lirscoms. That is clear, sir. 

Mr. River. Thank you for giving me the opportunity to appear 
before you today to inform you of the views of the great organiza- 
tions I have been designated to represent. 

It is unnecessary and presumptuous to cover any of the ground so 
ably covered by Commissioner Chet Holifield in his magnificent dis- 
sent to the Hoover Commission Report on Water Resources and 
Power of June 1950. I am sure that had he the time and space, Mr. 
Holifield, like others who have given serious study to that report and 
its supporting task-force report, could have used many more pages, 
or even volumes, to critically evaluate the material therein. I am 
also sure that I, even after elimination of all the material in those 
reports which I consider not germane to the proper scope and pur 
pose of the Commission and its task force, would have to use at least 
an equivalent 1,800 pages just to analyze and discuss the remaining 
material from the four aspects from which I feel I have some com 
petence to evaluate the subject reports. Like Mr. Holifield, I too do 
not desire to do so nor do I feel such detailed study necessary or 
useful. 

[ speak first as an engineer with experience in multiple-purpose 
water and power development planning, especially in studying the 
economies of such projects and in evaluating their benefits and costs. 

In my opinion, there is nothing in either the Commission report or 
the task-force report and its appendixes which would be of any use 
or aid toward improving the project planning work of the Federal 
water-resource agencies, or toward resolving the conflicts which arise 
within even the smallest project plan, office, or agency. Ban 

Next, I speak as one with experience in administration, within not 
only a Federal water development agency, but in other fields, and as 
a serious student of administration. 

Again, it is my opinion that there is nothing in the reports cited 
which would be of any help whatsoever toward improving the ad- 
ministration of water and power project planning, construction, or 
operation, or toward resolving the conflicts which exist within agen- 
cies, between agencies at field levels, or between agencies at the top 
levels. ' 

Third, I speak as a serious student for over 15 years on the economic 
and social justification of multiplepurpose water and power develop- 
ment projects, both within and without employment in Federal 
agencies. ie, 

Here, too, in my opinion, there is little or nothing within the Com- 
mission report or the task force report and its appendices, which would 
zid the project planners and their superiors in resolving the conflicts 
inherent to their studies or in guiding their performances in the future. 
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There is, perhaps, some raw material which, upon further study, analy- 
sis and decision by properly designated personnel and the Congress 
itself, may at some later date be useful to such purposes. 

Fourth, I might speak as one who, for over 15 years, has been both 
an active worker in water and power planning and an unofficial and 
informal student of water and power resource development policy 
(National, State, and local). 

Here again I see little within either the Commission or task force 
reports which can of itself lead to determination of national water 
policy or to resolution of the obvious conflicts and contradictions al- 
ready existing in that field. Again, there is some raw material which 
might be useful to Congress and the executive branch, or to those 
designated to act as intermediary analysts for them. However, a 
proper study for development of policy or for policy revision and 
integration would require far more material and information from 
the many and various sources, and reflective of the many differing 
economic and social philosophies within the web of public opinion and 
the democratic variations as to concepts of government which exist 
in our Nation, 

Matters of policy, even in such a complex field as water and power 
development, are not material solely for expert analysis and decision, 
whether of technical, scientific, or economic nature. Here is one field 
where the old adage, “Keep the expert on tap, but not on top,” should 
be observed, including even the experts on administration. 

Finally, may I speak as a citizen and property owner, as a wage 
earner with an immediate economic stake. and as a parent with a stake 
in the future, resident within an area, State, and region facing serious 
problems of water and power supply. 

Again, I must say, there seems little or nothing in the cited reports 
which will materially help solve the pressing problems we now face in 
planning the development, operation and financing of water and power 
development works, on a known-to-be-deficient resource base, to serve 
our increasing population and to continue the rise in our standards of 
production and consumption. 

From all these aspects, as I understand and interpret the Com- 
mission and task force reports under discussion, I do see great dangers 
to the development of both socially and economically desirable policies, 
organization, and procedures for the proper utilization of our remain- 
ing water and power resources in the public benefit and for the general 
welfare of all our citizens. I cannot claim that any single one or 
combination of the errors or mistaken aims promulgated within these 
documents constitute a firm basis for these fears. I must, there- 
fore, conclude that the whole of these reports poses the danger to us all. 

To support my position, may I briefly review a few matters 
contained in the reports. 


COMPOSITION OF THE COMMISSION AND TASK FORCE 


In view of the known attitude and desires of Congress and the public 
that water resource and power development matters should be 
approached on a nonpartisan basis, as was done for the first Hoover 
Commission, why was it necessary that the President, through his 
appointments alone, ensure that there would be more Republicans 


th 
hi 


m 
tin 
H. 
ch 
ot! 


on 
wl 
we 
co 


be 
ho 
yo 
ths 


bead beet eee ee ee bl 


J 


ree Ree Oe 


ts 


or 
78 
»f 


Il. 


rs 


lic 
be 
er 
118 
ns 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2733 


than Democrats on the Commission? It is unthinkable that he and 
his advisers were unaware of this effect of his appointments; therefore 
it must be concluded that his action was deliberate. 

In view of the fact that the task forces of the first Hoover Com- 
mission dealing with similar matters did include persons representa- 
tive of more and broader interests, why was it necessary that Mr. 
Hoover appoint such a very large task force in this field and still ex- 
clude representatives of interests other than merely great utilities and 
other big business ? 

Mr. Liescoms. May I ask a question ? 

In all the weeks I have worked with the subcommittee in studying 
on this report I have never given any consideration particularly to 
which members of the Hoover Commission were Democrat and which 
were Republican. It was enough for me that it was a bipartisan 
commission. 

But could you tell me the political designation of each of the mem- 
bers of the Commission, or could you tell me how many Democrats and 
how many Republicans there were on the Commission ? 

Mr. River. Yes. It is stated right in the report somewhere. 

Mr. Lirscoms. Do you have it ready there? You referred to it in 
your statement. I have just never paid any attention to it. 

Mr. River. The Commission proper contains 1 more Republican 
than half of the number of the Commission, and 1 less Democrat. 

Mr. Lirscoms. You mean there were 12 people on the Commission ? 

Mr. River. That is right, divided 7 and 5. It is stated right here 
somewhere. 

Mr. Lirscoms. The Democrats are James A. Farley 

Mr. River. That isthe Democrat appointed by the President. 

Mr. Lirscomn. Styles Bridges. 

Mr. River. Republican. 

Mr. Liescoms. John L. McClellan. 

Mr. River. Are you reading the four appointed by the President? 

Mr. Liescoms. I am reading the names of all the members of the 
Commission. 

Mr. River. It was in the 4 appointed by the President that he ap- 
pointed 3 Republicans and 1 Democrat, whereas the Speaker of the 
House and the Vice President appointed an equal number of Re- 
publicans and Democrats. I am specifically referring to the Presi- 
dent’s departure from the bipartisan nature of the Commission. 

Mr. Lirscoms. How many appointments did he have? 

Mr. River. Four. 

Mr. Lirscoms. He should have put 2 and 2 on the Commission, in 
your opinion ? 

Mr. River. Two and two was what it was on the old first Hoover 
Commission, and the President’s appointments and everyone else’s 
appointments were divided equally. In this Commission the Presi- 
dent gave 3 to the Republicans and 1 appointment to the Democrats. 

Mr. Liescoms. How many men were on the first Hoover Commis- 
sion ? 

Mr. River. How many total? 

Mr. Liescoms. Were there 12 on that one also? 

Mr. Rrver. I have forgotten. I would have to look at it. But it 
was equal. 

70818—56—pt. 14——7 
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Mr. Lirscoms. Six Republicans and six Democrats? 

_Mr. River. Whatever the number was on the first Hoover Commis- 
sion, it was one-half Republicans and one-half Democrats. It was 
eee This Commission is not. That is the point I was making 
nere. 

Mr. Lirscoms. I do not mean to belabor this, but do you think that 
these men who are on this Commission acted on a bipartisan basis ? 

Mr. River. Well, Mr. Lipscomb, I have been in Government work 
for years, and I have been in politics myself. I am a student of poli- 
tics and I do not think there is any such thing as a nonpartisan person 
on any subject. If we are human beings we all have our own predilec- 
tions and our own tendencies, and so forth. 

Mr. Liescoms. Do you think that is inherent in every commission 
and advisory board ? 

Mr. River. Yes. We are foolish if we do not admit it. 

Mr. Lipscoms. If we do not recognize it ? 

Mr. River. It is easier to deal with it if we recognize it. I admit 
to a certain extent I am a partisan in almost every subject I am in- 
terested in. I am a partisan unless I am not interested in it. 

Mr. Liescoms. On this report you are taking exception to, the water 
resources and power report, there were dissents filed by Herbert 
Brownell and by Arthur Flemming, who were the President’s 
appointees. 

Mr. River. Yes. 

Mr. Lipscoms. They objected to this report. There was a dissent 
filed by James A. Farley, who was also a Presidential appointee. So 
three out of the four Presidential appointees filed dissents on this 
particular report that you are objecting to, and those are the men you 
are saying were too partisan and unbalanced a Commission. Then the 
fourth and the longest dissent was filed by my colleague from Cali- 
fornia, Chet Holifield. The rest of the members of the Commission 
did not choose to file a dissent to this report. 

So the very partisan people you are talking about in your state- 
ments are the very ones who filed opposition to the report, and they 
are the President’s appointees. 

Mr. River. Well, there are dissents and dissents. One apple is a 
different thing than a bushel of apples, and Mr. Holifield delivered 
a ton of apples, and we got a few wizened lemons out of the other 
dissents. 

Mr. Liescoms. What I wanted to point out to you is that the very 
people the President appointed were among the people who objected to 
the Hoover Commission recommendations. 

Mr. River. I see nothing wrong with it. 

Mr. Lirscoms. I think it is all right. 

Mr. River. But I do not think it proves anything. 

Mr. Liescoms. It proves it was a real bipartisan Commission. 

Mr. River. Well, I do not think so. At least this is my position. 

Mr. Lirscoms. I just wanted to bring that out. 

Mr. River. I am making the point here, which you have helped to 
clarify, that this in my opinion was not a bipartisan or nonpartisan 
Commission. It was definitely partisan, in which the controlling vote 
was 7 to 5. It ties in with the rest of what I say. The idea is part 
of a group of ideas which has led me to certain conclusions about this 
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report. Perhaps I am wrong and perhaps I cannot convince you of 
this, but that is my thesis that it was not a bipartisan Commission. 
Mr. Lirscoms. No, sir. I would say you are entitled to your 
opinion. 
Mr. River. Again, this unbalance was most forcefully called to 
Mr. Hoover’s attention by Mr. Holifield, so there can be no question’ 
that Mr. Hoover was unaware of what the results would be. 


SCOPE AND JURISDICTION OF THE COMMISSION AND TASK FORCE 


When Mr. Hoover and his majority on the Commission first set 
forth their concepts on the scope and jurisdiction of the Commission 
in regard to water resources and power by accepting their task force’s 
recommendations thereon, it was in spite of warnings already voiced 
or implied that this approach was wrong. The attempts of the first 
Hoover Commission to dictate, reverse or repeal Federal water and 
power policies had been forcefully decried, not only by a number of 
members of that Commission, but also in the Senate and the House. 
Mr. Holifield reminded Mr. Hoover and the new Commission of this 
and suggested that they did not have a mandate to formulate Federal 
policies. The task force’s bald assumption that it was to judge past 
policies and formulate new ones was also challenged by Mr. Holifield. 
This dissent was ignored and the Commission permitted its big busi- 
ness-big utilities task force to thus set the scope and jurisdiction of 
both the Commission and its efforts. 

Since neither Mr. Hoover nor his Commission majority can thus 
plead ignorance of the question as to scope or jurisdiction, why was 
it necessary to them that the task force work and report be concerned 
almost valaly with policy and almost none with organization or 
reorganization in the field of water resources and power? 

Mr. Jones. Do you know of any of the recommendations that would 
bring about a reorganization of the executive branch of the 
Government ? 

Mr. River. Well, they recommended a water review board in the 
President’s Office in addition to the Budget. 

Mr. Jones. It did not recommend a reduction or elimination of 
any agencies? 

Mr. River. Not to my knowledge. In fact, I just say the report 
is not concerned with organization, or even reorganization. 

Any casual review of the Commission report and its supposed 
enunciation of proposed or desirable water and power policies for the 
Federal Government will note that such enunciation (in the Commis- 
sion report) is weak, ineffectual, confused, ambiguous, and indecisive 
(perhaps excepting in regard to power matters). If the Commission 
itself agreed that its mission in this field was to spell out desirable 
water and power policy, its own report would appear the proper 
place for stating the bold, sharp outlines for such policy. Why was 
this not true? Why does the seeker for the details and clear-cut 
statements of the new Hoover Commission policies have to go to the 
task force report to find them? 


SOURCES OF INFORMATION FOR THE COMMISSION AND TASK FORCE 


It is a curious fact that there is almost no mention, anywhere in 
the Commission report or the task force report and its appendices 
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on water resources and power, of any of the portions of the first 
Hoover Commission report and its task force reports dealing with 
water resources and power. 

Why this obvious repudiation of the work of the first Hoover 
Commission in this field? 

It is also curious to note that less than 50 percent of the mass of 
material contained in this task force report can, by any stretch of 
my imagination, I should say, be identified as dealing with or being 
germane to the study of problems of organization or reorganization 
of the water and power functions of the Federal Government. On 
the other hand, there is within the published material of the task 
force, a great deal of material, thrown together like the contents of 
a rag bag, which has little or nothing to do with either the study 
of organization or the study of policy. 

What is the purpose of making or publishing this mass of “studies” 
and material (some of which may be interesting though not germane) ? 


PREPARATION OF THE COMMISSION REPORT AND ITS ADOPTION 


We have the word of Commissioner Holifield that the Commission 
report, supposedly based upon the 1,800 pages of published and 5,000 

ages of unpublished materials of the task force’s work, was adopted 
in a total of 2 to 3 hours’ consideration. 

Was this undue haste simply because of fatigue and pressure to 
conclude Commission activities, because of preconceptions and pre- 
decision by the Hoover majority of the Commission, or because of 
a deliberate plan to ensure a vague and inept Commission report in 
comparison with the definite and well-planned task force report and 
its spelling out of the political, social, and financial philosophies 
of its well-chosen personnel ? 


CONCLUSIONS REGARDING THE ADMINISTRATIVE ASPECTS CITED 


It is my considered opinion, based upon some of the administrative 
aspects of the Commission’s activities as thus cited and discussed, that 
the Commission and task force were both established primarily to in- 
sure the voicing of a predetermined philosophy as to Federal water 
resources and power development, that the activities of the Commis- 
sion and its task force were planned and conducted so as to buttress 
the statement of such a predetermined philosophy, and that the Com- 
mission report—the Commission report—was deliberately designed to 
send Congress and other potential users of the report in this field to 
the full and complete spelling out of that predetermined philosophy 
as imbedded within the massive materials of the task force report; 
that is, as to the latter conclusion of intent, that the technique was 
to make the water and power program of the great utilities and their 
lobbies, as spelled out in and woven through and through the task force 
report and appendices, truly the Commission’s views and recommenda- 
tions and vested with all of the Commission’s prestige and authority. 


THE COMMISSION REPORT ON WATER RESOURCES AND POWER 


No better rapid demonstration of the possible truth of the thesis and 
conclusion just stated can be made than to consider briefly the Com- 
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mission report itself. This cannot possibly reveal all the jokers hid- 
den in the deck, but should find enough to suggest the possibilities of a 
more detailed search through the task force publications. 

Chapters I and IT, des ling with the general background of our water 
problems, are generally unobject ionable, although it would be expected 
that the labors of the great and expensive Task Force on Water Re- 
sources and Power might, in an equally brief statement, have done a 
more inclusive job of describing both the nature and magnitude of 
the problem and the indications of declining supplies and increasing 
demand. 

Chapter IIT, however, purports to describe the “Problems in Water 
Development Common to Irrigation, Navigation, Flood Control, and 
Power.” Here one must first note the Commission’s avoidance of all 
the other purposes now identified with modern water project plan- 
ning. Perhaps this was not deliberate, but I am inclined to think this 
was to avoid discussion of the very problems and complications which 
led to multiple-purpose project planning by the Federal Gover nment. 
Such avoidance made it much easier to discuss the Commission’s pre- 
decided proposals to end Federal multiple-purpose development and 
turn the major functions out or over to private hands. 

Actually, this chapter does not make even a pretense of posing or 
discussing such common problems as its title suggests, but consists 
mostly of a listing of practically every agency which, by any stretch 
of imagination, can be identified as having anything to do with the 
four major purposes cited. Certainly there are serious problems com- 
mon to those purposes, which can be described and discussed in lan- 
guage understandable to Congressmen and other laymen and within 
the limits of space desirable for the Commission’s own report. Or 
are we to understand that the Commission thinks we should leave such 
matters to the “experts” of the task force alone ? 

The next two chapters, IV and V, are titled as being continuances 
of chapter ITT, but refer to “All Branches of Water Development,” 
which, I suppose, means the four cited by the chapter III heading 
plus those that chapter left out of consideration. It had nothing in it. 

However, chapter IV turns out to be an attack on the estimates and 
methods of making estimates of expected benefits from projects and 
on the justifications of such projects in general. I submit that the 
use, in this chapter, of subheadings containing the words “weak- 
nesses” and “excessive estimates” does not signify the work of an 
objective Commission or study group, but rather one in which the edge 
of a bias is already showing. The chapter makes no pretense of 
posing problems in benefit evaluations and then discussing them with 
a view to determining if remedial actions are needed. The entire 
language of the chapter i is so intemperate and prejudicial as to need 
no further study to permit labeling the whole as being designed to 
serve predetermined ends. 

Chapter V, on the other hand, turns out to be a hodge-podge of 
declarations designed to serve Commission (or task force) dicta 
which appear further on in the report. First of these is a plug, with- 
out any supporting data, for a new and separate single agency for 
hydrologic data. The second is a self-serving statement that there 
are difficulties in allocating project costs among the several purposes— 
apparently to help along a later “policy” recommendation. Next, 
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bows are given to the idea that there are problems of domestic water 
supply and water pollution. Finally, under the heading “River 
Basin Coordination,” we find that such coordination has been advo- 
cated, that Mr. Hoover once suggested it in 1926 (when he was at the 
peak of his earlier opposition to any Federal water resources develop- 
ment), and that the existing agencies have tried to do it and keep on 
trying todo it. Then, the Commission says it is going to recommend 
a new Federal board to effect such coordination and permit all the 
om and agencies now trying to coordinate their efforts to let that 

ard and its resultant river basin commissions do the job. (As the 
preacher said: “First I tells em what I gonna tell ’em, then I tells 
em, and then I tells em what I already done told ’em”—a method 
seemingly more appropriate to a political or advertising approach 
than that of a serious and supposedly objective Federal commission.) 

Suddenly, in chapter VI, under the heading “A Water Resources 
Policy and Its Organization,” the Commission concludes that the ma- 
terial of the preceding five chapters makes evident an “imperative 
need” for “clear definition of the role and policies of the Federal 
Government,” and, without any statement or discussion of such poli- 
cies as we now have, proposes, as its Recommendation No. 1, a nine- 
point national water policy. I wonder whose was the “imperative 
need”—the Congress and other readers of the report or the imperator 
of the Commission himself ? 

The nine-point statement of policy is an insult to the intelligence 
and knowledge of the Members of Congress, the personnel of the 
agencies, and those of the general public whose interest may lead them 
to read this report. 

Several of the “points” are nothing but “pious” declarations, as 
Mr. Holifield noted in his dissent. Others are statements of positions 
or policies, which have long been the practice of the Federal Govern- 
ment but are here stated as if this new Commission had just thought 
of them. Others are prestatements of recommendations being made 
further on in the report. 

Point (g), that all hydrologic data be gathered, analyzed, and ap- 
proved by a single agency, requires comment here. This is one of the 
newer “gimmicks” in the methods now being tried not only in the 
Federal Government, but in the State here, by persons who wish to 
handicap or control water and power development agencies. It is 
true that there are and have been cases where hydrologic data used by 
one agency have not been in agreement with data for somewhat the 
same area or project used by another. This does not necessarily mean 
that one is wrong and the other right. The needs of each agency, the 
use of such data, and the plans or policies to be carried out, frequently 
call for data of varying degrees of accuracy or in varying forms, The 
effects of such variations are often negligible in the end product. Also, 
it must be remembered, the analysis and formulation of hydrologic 
data and theory are today more of an art than a science and no one 
can say with certainty that one method or agency is absolutely correct. 

However, the real danger in this “gimmick” which, incidentally, 
would automatically increase costs, delays, conflicts, and confusions, 
lies in its creation of a bottleneck which would also be a “control point” 
at which a key technical official could, through his selection of data 
and methods of interpretation, enforce his wishes on the other agencies 
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and thus affect their carrying out of the purposes and objectives for 
which they are established. Since the technical and even official ap- 
proval of such a “master hydrologist” or authoritarian in this field 
could most readily be tied to the great engineer-societies, this provi- 
sion could become one means by which the philosophies of the Engi- 
neers’ Joint Council’s (EJC) water policies could be indirectly made 
national policy without their adoption by the Congress. 

In the same chapter are included recommendations Nos. 2 and 3, 
which would establish in the Office of the President a water resources 
board and expand the Bureau of the Budget water project review 
activities. These recommendations are made without having had any 
consideration of existing organizational problems or means for re- 
solving their conflicts at either the top or field levels. The result could 
well be the almost complete and absolute negation of the will and 
directives of Congress for water and power resource development. 
Certainly, they would impose upon an already complex structure of 
agencies and functions additional units and agencies, add many more 
employees to the Federal payroll, and increase the burden of the 
President. 

In support of these proposals, the report almost imperceptibly refers 
to the existing Cabinet and Budget Bureau water and power project 
review functions and the Federal Inter-Agency River Board Com- 
mittee (FIARBC). May I remind the committee that the formation 
of the FIARBC was an attempt by the agencies, led by one in par- 
ticular, to evade policy control by the President and the Congress. 
Had the water and power recommendations of the first Hoover Com- 
mission been carried out, corrected, and modified by the Congress 
as needed, there would be little need for further attempts to expand 
executive control. Since this action was not taken, however, it seemed 
necessary to President Truman by 1952 to take some positive steps 
to furnish policy control and direction. For that purpose, the original 
circular A-47 was devised. Having had some hand in suggesting pro- 
visions of that original circular and in its refinement, I feel qualified 
to state, however, that it did not attempt to change the national poli- 
cles on water resources and power development without reference to 
the Congress. 

The revised A-47, devised under the present Administration, has 
so tried to reverse and repeal some of our historic policies, as the 
committee is well aware. It seems obvious then, that the two recom- 
mendations under discussion would, if enacted, ensure giving official 
sanction to the known predilections of the masters of the present 
Administration in this field, without even the thorough considera- 
tion given problems of organization and policy in this field by the 
first Hoover Commission. 

Again, I would like to note, the appointment of both “public mem- 
bers” of the proposed board and of the “professional staff” for the 
Bureau of the Budget, as suggested in these two recommendations, 
could well lead to ensuring top level representation of the type of 
thinking epitomized in the EJC water policies report. 

The remaining chapters, dealing separately with the four water 
_— purposes recognized by the Commission, have been or will 

e well analyzed and discussed by Mr. Holifield and many others who 
have or will speak out on the water resources and power aspects of 
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this new Hoover Commission report. I will say, however, these chap- 
ters are vague where it might be advantageous to the predetermined 

hilosophy of the task force to drive the reader to its loaded texts. 

‘hey are sharp and clearly promote the economic and social views of 
the task force where such are desired to be dinned into the reader’s 
mind at every turn. They do not, in my opinion, in any manner 
attempt to properly and fully describe the background, define the 
problems and conflicts within the present organizational system, or 
devise and rationally propose reorganization of the agencies and 
functions at issue. 

It is my belief that these chapters also include many “jokers” such 
that adoption of almost any random group of ideas from either the 
Commission report gr the task-force report would guarantee to their 
makers that they would have at least several useful tools with which 
to block continuation of existing policies, or with which to enforce 
their own social and economic views on future water resources and 
power development. As a result, I believe that the whole of the re- 
port must be considered dangerous to the historic will of the Congress 
and to the rights and general welfare of the people of this country. 

In the light of my study of both the Commission report and its 
accompanying task-force report and appendixes, I have concluded 
that the whole is a carefully conceived and executed instrument de- 
signed to help its planners and their kindred to gain their ends in 
regard to Federal water resources and power development, regardless 
of whether or not the whole of the included recommendations and 
suggestions are carried out. 

The planned confusion of these texts, concealing numerous sly pro- 
visions, comprises a devious scheme which defies rational analysis 
and discussion. For this reason, I believe we must regard the product 
as a whole and act accordingly. 

These texts have been reproduced and distributed on a wide scale 
and will, in a physical sense, be in existence a long time. The damage 
they have already done to development of logical and rational think- 
ing on water and power resources development is enormous. The 
confusion they spread will hamper the future efforts of Congress and 
the executive branch, as well as of all other public interests, in facing 
up to the real problem in this field. This was and still is part of 
the design of their makers, I believe. 

In spite of this situation, I do believe that the Congress can and 
should do something to offset these evils. 

I therefore urge, both earnestly and respectfully, that this Special 
Subcommittee on Water Resources and Power, through its parent 
Committee on Government Operations, recommend to the Congress 
that it officially, publicly, and absolutely repudiate the Commission 
report and its task-force report and appendixes. ‘The right to so dis- 
approve these documents is certainly inherent to the powers of Con- 
gress to establish the Commission which has fathered this monster. 

The need to take such an action is indeed regrettable. To not take 
it will give the subject texts a tacit approval. To so act will, how- 
ever, undo at least a part of the harm already done and lessen the 
gure and continued damage these texts will do to our long, historic 
development of water-resources policy. 

Thank you very much. 

Mr. Jones. Thank you very much, Mr. River. 
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Any queatiane, Mrs. Griffiths ? 

Mrs, Grirrirus. No. 

Mr. Jones. Any questions, Mr. Lipscomb ? 

Mr. Lirscoms. Do you have the same opinion of the Kestnbaum 
report ¢ 

Mr. River. What is that ? 

Mr. Lirscoms. The report of the Commission on Intergovernmental 
Relationships in their Natural Resources Section. Have you had a 
chance to read that ¢ 

Mr, River. I have not done anything on that. 

Mr. Liescoms. Do you feel that our water resources policy is all 
right as it is now? 

Mr. River. No, I do not, but I do not think that this report has 
done anything to resolve them. 

Mr. Lirescoms. You feel that this committee is doing the right 
thing in looking into the report ? 

Mr. River. No, I do not believe that the Commission on Organiza- 
tion is the proper Commission to look into policies. I believe Con- 
gress—— 

Mr. Lirscoms. I say, this committee. 

Mr. River. I do not believe this Congress asked this Commission 
to look into and make any policies. 

Mr. Liescoms. I want to know if this committee of Congress is 
doing the right thing by studying the Hoover Commission’s report. 

Mr. River. I certainly do. I certainly think it is the only way Con- 
gress can get back and handle some of these things. It is an awful lot 
of work for Congress, but it seems to me if you start on this eventually 
Congress itself is going to have to make policy studies and policy 
determinations which they cannot delegate to anyone else. I think 
this is part of the failure of Congress in all of its business and with 
the heavy load of business that it has not been able to get to that. 

Mr. Lrescoms. Does the California Power and Water Users Asso- 
ciation have a policy ? 

Mr. Rrver. Yes. 

Mr. Lrescoms. Would you submit that for the record ? 

Mr. River. Would you like a copy of our statement of policy? I 
have to apologize for the condition of these. These were revised and 
it is a revised statement of the principles and policies of the California 
Water and Power Users Association which was adopted—I do not 
have it written down—by the board of directors on November 26 this 
year, after a period of 6 or 7 months’ study. This does not pretend 
to be the equivalent of a full statement of Government policy, but it 
is an attempt to express the policies of our organization in the things 
we think the Federal Government should do. 

Mr. Liescoms. I would like to know, does your association believe 
that all power should be federally produced ? 

Mr. River. No. 

Mr. 1 TOER, You feel there is a place for both Federal and private 

ower ¢ 
Mr. River. Certainly. The question is too long and too involved 
to get into right now and has to be argued on a rational basis. I would 
not say simply because other industries are based on the use of natural 
resources and they are not participated in by Government, as Mr. 
Doherty argued, that that should be the case for this. It has to do 
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with the whole concept of multipurpose project planning. That is, 
cheap falling water is produced as a result of a multiple-purpose 
project and we may have a case where we can say definitely and posi- 
tively forever that only generation should be done in that case by the 
Federal Government. I do not know as yet because I do not know 
anyone who has carried a study through to make such final conclu- 
sions. 

On the other hand, we might have a case where the very site, the 
land and the Federal benefits involved, even in a single-purpose reser- 
voir, might be such that the only possible way of passing on the sav- 
ings or benefits of the project to the general public, whose funds built 
the project, would be through Government generation, and even dis- 
tribution and transmission and final distribution. But our Associa- 
tion is not officially pro-public power or anti-public power. I am 
sorry, I do not have our analysis of this position. I do not have this 
with me, but I shall supply it to your committee later. We have a two- 
page analysis of what our position is. 

Mr. Jonxs. Do you want to make that part of the record ? 

Mr. Liescoms. If I may, Mr. Chairman. 

Mr. Jongs. Without objection, the statement of policy of the organ- 
ization submitted by Mr. River will be printed in the record immedi- 
ately following the conclusion of his statement. 

Again I want to thank you, Mr. River. It is a pleasure to have you. 

Mr. River. Thank you very much. 

(The documents submitted by Mr. River are as follows:) 


INFORMATION ON THE CALIFORNIA WATER AND POWER USERS ASSOCIATION 


Founded: Sacramento, Calif., August 28, 1954. 

Incorporated: as a California nonprofit corporation, May 1955. 

Sponsors: California State Federation of Labor, AFL; ClO—California Indus- 
trial Union Council; California Grange, Patrons of Husbandry; California 
Legislative Committee, Brotherhood of Railway Clerks; California Catholic 
Rural Life Conference. 

Membership: 81 statewide, regional and local groups representing labor, farm- 
ers, consumers, veterans, religious, civic improvement, public districts. 

Representation (allowing for probable duplications) : About 5,500,000 Califor- 
nians. a 

Mailing address: P. O. Box 145, Fruitvale Station, Oakland 1, Calif. 
Information on Robert B. River: Consultant to and assistant secretary-treas- 

urer of the California Water and Power Users Association. B. 8. in civil engi- 

neering, M. A. in public administration. Associate member, American Society of 

Civil Engineers. Many years in public and private engineering employment, espe- 

cially in connection with project planning and economics. Author of numerous 

papers, reports, and studies on benefit cost evaluation, public and private utility 
operation and regulation, water and power planning and administration, Federal 
and State resource development agencies, traffic and transportation economics, 
and flood control and harbor development. Consultant to California Water and 

Power Users Association and to the Institute for Public Utility Research. Re- 

sources commentator, Radio KPFA-FM, Berkeley, Calif. 
Residence and office: 4507 Tulip Avenue, Oakland 19, Calif. 


DRAFT SUBMITTED BY THE EXECUTIVE COMMITTEE TO THE GENERAL MEMBERSHIP 
MEETING ON OCTOBER 28, 1955, AT THE HOTEL LEAMINGTON, OAKLAND, FOR CON- 
SIDERATION AND APPROPRIATE ACTION BY THE BOARD OF DIRECTORS AND MEMBERSHIP 
OF THE CALIFORNIA WATER AND POWER USERS ASSOCIATION 


(This draft includes all the material contained in the original statement of 
principles and policies adopted at the first Statewide Water and Power Confer- 
ence held in Sacramento, Calif., on August 28, 1954, at which the association 
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was founded, plus material suggested by officers and directors or recommended 
by the executve committee of the association. ‘Che material has been somewhat 
rearranged to provide more logical order, has been sometimes reworded to 
simplify language, and has had eliminated such matter as should more properly 
be contained—and is actually so contained—in resolutions. ) 


Preamble 


California is fortunate in its climate, soil, forests, and minerals, and other 
natural resources, as well as in the human resources. Nevertheless absolute 
limits on growth and development will be determined by our State’s availability 
of land, water, and electric power. Without water and power in the quantities 
and places necessary at the times of need, and at prices which will permit and 
encourage individual and collective enterprise in both agriculture and industry, 
California will not develop toward the ideal envisaged by her people. 

Selfish interests seeking monopoly of land, water, and power are constantly 
trying to make such resources theirs alone. If they succeed we shall not only 
pay tribute to them for generations to come but shall never see the maximum 
development of our State. 

To answer this challenge and to protect our resources for the common benefit, 
the California Water and Power Users Association was formed by representatives 
of labor, agriculture, industry, Government, education, religion, and veterans. 
Based upon the common principles held by those groups, we subscribed to the 
policies for water and power development and use spelled out generally in our 
reclamation and conservation laws for many years. Based upon these policies 
and our analysis of California’s pressing problems and needs, we subscribe to 
the principles and objectives stated hereafter. 


General principles 


1. Development of California’s water resources in the public interest should 
be in conformity with integrated river-basin plans for flood control, irrigation, 
and other water uses, navigation, power production, and other beneficial purposes. 

2. Rates for water sales from public projects should be such as to meet no 
more than the costs necessary of repayment, so that cheap water will encourage 
agricultural, industrial, and residential development. 

3. Antimonopoly and antispeculation provisions in Federal law must be enforced 
for all Federal projects. 

4. Electric power sales from public projects should repay power production 
costs, a just share of the joint costs of reservoir construction and operation, 
and such other share of total costs as to insure water prices within agriculture’s 
ability to pay. 

5. Atomic knowledge is and should remain the property of all the people of 
the United States. Use and development by private enterprise should be en- 
couraged but no patents, licenses, or other devices should be permitted to transfer 
our basic rights in atomic power or its applications away from the people of the 
Nation. 

6. Recreation and wildlife resources, among the greatest producers of social 
and economic values in our State, must be given adequate consideration in all 
water resource planning. 

7. Legislative action by our legislature and the Congress must aggressively 
further the public interest in water resource development and in water and 
power administration. Information and assistance must be given our lawmakers 
toward these ends and the public kept informed of voting records thereon. 

8. National and regional bodies whose aims are similar to ours must be 
encouraged and assisted in their work at Washington and elsewhere. 


Special principles for California water planning 

9. There must be evolved a basic plan for developing a balanced economy in 
the State, together with resultant necessary estimates for balanced water alloca- 
tions between the needs of rural and urban areas and among agricultural, business, 
industrial, and domestic consumers. 

10. Within the framework of the principle just stated—that the users of water 
must be balanced so as to obtain the greatest general good—water rights and 
reservations of areas of origin shall be given full consideration, and existing 
individual property and legal rights to water shall be protected by law. 

11. Present peaceful processes of adjusting water rights by stipulation and 
agreement must not be disturbed by hasty mandatory adjudication or legislative 
action. 
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12. Determinations of water reservations for use in counties of origin must be 
made by the State only after careful study of and hearing on development plans 
and forecasts evolved by the official governing and water bodies of such counties. 

13. The present water needs of the Sacramento Valley, the mountain areas, 
and the lower river delta areas must be determined at an early date to permit 
the rational development of projects in water deficient areas of the State. 

14. Allocations of water to any areas of water need or deficiency must be made 
only after showing of complete development plans and forecasts for such areas, 
concurred in by all official and water bodies therein and supported by data 
fully adequate to demonstrate the bases for such planning and forecasting. 

15. It must be the responsibility of areas of water deficiency or need to prepare 
and document development plans and forecasts for their areas which demon- 
strate their water deficiencies and needs before any consideration shall be given 
their requests for actual allocation of surplus waters. 

16. All processes and procedures for the administration of water rights, allo- 
cation, determinations of needs or surplus, and similar matters, must provide 
for due process, including provisions for review, appeal, hearing, and revision, 
at all levels of administration below the courts, and readily available to all 
parties, including instruments of local government and water administration. 

17. All regulatory functions of State water administration shall be vested in 
boards of no less than five members, not under civil service, appointed by or 
responsible to either the governor or the Senate, and operating under require- 
ments of due process. 

18. Studies looking toward measures to conserve, recover, and reuse water 
must be made for application to both rural and urban areas and for all types 
of use. 

19. Prospective losses of potential tax revenues to rural counties from public 
development of reservoir sites rather than private ownership must be offset by 
provisions for in-lieu payments or other arrangements. 

20. Sound planning must be immediately commenced to provide water to the 
areas of the San Joaquin Valley still facing deficiencies, especially on the west 
side and in the lower basin areas of that valley. 

21. Planning must be commenced by the State toward assisting southern Cali- 
fornia toward obtaining additional water for normal expansion of industry and 
population without detrimental effect on the actual or potential water or power 
situation of the other areas of the State. 

22. All plans and reports proposing construction of water projects to be wholly 
or partially built, financed, or operated by the State shall be accompanied by 
statements showing clearly the following data: 

(a) In what manner the project shall operate to complement, integrate with, 
or conflict with, the Central Valley project as operated by the United States 
Bureau of Reclamation, existing water, irrigation, or utility districts, any other 
Federal projects, other State or local projects, the reclamation laws of the United 
States, or existing laws of the State of California. 

(b) The number, nature, extent, location, and ownership of any properties 
which will receive water or other benefits therefrom. 

(c) The financial feasibility of the project, that is, how the project will be 
financed and paid for, including repayment sources and schedules. 

(d) The social feasibility or desirability of the project, that is, how California 
as a whole will benefit by the project. 


Special principles related to electric power 


23. We support the existing provisions of Federal law relating to the genera- 
tion, transmission, distribution, and sale of power produced at public projects. 

24. Preference of access to publicly produced power must continue as a right 
to public agencies of all kinds, at rates, places, and voltages designed to meet 
their abilities and needs. 

25. Public agencies, including rural electric cooperatives, must be given con- 
tinued Federal aid wherever necessary, in the establishment of their distribution 
systems, and in the establishment of transmission lines to firm-up and integrate 
publie power supplies. 

26. Atomie power licenses and subsidies must be available to public agencies 
at all levels and degrees of involvement in the production of public power. 

27. Rates charged public agencies for public power shall not be used on the 
so-called market values established bv private utilities but rather on the accepted 
past practices of the Bureau of Reclamation and other Federal power marketing 
agencies. 
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28. The Federal Government should take all necessary steps to insure that 
public power sold to private utilities is resold to consumers at such rates as to 
assure that all publicly created benefits reach the public in the form of the lowest 
possible rates. 

29. The Federal Government should also take such steps as may be necessary 
to insure that benefits allowed private utilities through Federal action, such as 
from tax concessions and accelerated amortization subsidies, are passed on to 
the public in the form of the lowest possible rates. 

380. Electricity produced from atomic plants of agencies under Federal control 
must be marketed in conformity with Federal laws relating to hydropower. 

31. Regulation of electric utilities by State and Federal bodies must be im- 
proved, assisted, and held to a high level of performance in the public interest. 

82. Agencies and officials of the Federal Government must, whereever perti- 
nent, participate in ratemaking processes of both State and Federal bodies, in 
the interest both of the Governments’ costs and on behalf of the general public. 

33. Utility ratemaking processes must be actively participated in by producer 
and consumer groups So as to prevent rates being based upon inflated valuations 
and wasteful expenditures or set to yield unfair profits. 

34. Lobbying and other political activities of private utilities must be watched, 
exposed, stopped, and punished by public agencies and officials, and Federal and 
State law enforcement agencies should fully discharge their public obligations 
to hold all utilities to strict observance of the law. 


Mr. Jones. Earle V. Grover, representing the California Taxpayers’ 
Association. 


STATEMENT OF EARLE V. GROVER, LOS ANGELES, CALIF., PRESI- 
DENT, APEX STEEL CO., APPEARING ON BEHALF OF THE CALI- 
FORNIA TAXPAYERS’ ASSOCIATION 


Mr. Grover. Mr. Chairman and members of the committee. First 
I want to say I am Earle V. Grover of Los Angeles, Calif., president 
of Apex Steel Co. I am speaking as a citizen of California and as 
immediate past president of the statewide California Taxpayers’ 
Association. 

Right here could I make a comment on Frank Doherty’s last re- 
marks on that matter of amortization ? 

Mr. Jones. Yes, sir. 

Mr. Grover. We will see that the Southern California Edison Co. 
is spending $200 million and is granted a 5-year amortization instead 
of 10, so that they would amortize it at $40 million a year instead of 
$20 million. So that for the first 5 years they would have that $40 
million in their costs. 

Mr. Jones. Right. 

Mr. Grover. Which would be reflected in the rates which would be 
permitted ; but immediately at the end of 5 years they would not have 
that $40 million and, as handled by the Public Utilities Commission of 
California, it would have an immediate effect. 

Mr. Jones. Do you mean that it is of no benefit or assistance to the 
company ¢ 

Mr. Grover. It would be of benefit or assistance in that it helps them 
to get their money amortized faster. 

Mr. Jones. And it helps them to borrow money too. 

Mr. Grover. Yes, sir, but they do not have that in their costs at 
the end of 5years. That isthe point I make. 

Mr. Jones. That is true. 

Mr. Grover. Being in industry during the war, we had lots of 5-year 
amortization and it was all right while it lasted, but the minute it 
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drops out and your costs drop down it is a horse of another color, and 
your tax goes up. So much for that. 

Our assciation is on record in favor of the Hoover Commission 
Pecan enenintioe for economy and efficiency in the Federal Govern- 
ment. 

Your committee is concerned with the Hoover Commission’s recom- 
mendations on water resources and power—a field of intense interest 
and of gravest importance to Californians. 

We in California are well aware—from personal experience—of the 
many agency overlaps and conflicts of authority in Federal activity in 
water resources and power development to which the Hoover Com- 
mission calls attention. 

As the Commission points out, among the 25 principal Federal 
agencies in water resources are 12 agencies concerned with flood dam- 
age abatement, 9 with irrigation, 8 with drainage, 10 with watershed 
treatment, 7 with improvements to navigation, 9 with pollution con- 
trol, 10 with recreation, fish and wildlife conservation, 9 with power 
transmission and distribution, 15 with power generation, and 13 with 
water supply. 

The mere recitation of these overlaps proves the need for the 
first—and the basic—Commission recommendation on water resources 
and power, “That the Congress adopt a national water policy * * *” 

As a longtime businessman in California, I can oak firsthand of 
the importance of water in the growth and development of a 
community. 

From the same vantage point, I can speak firsthand of the conflicts 
in administration and the fact that two and sometimes more agencies 
of the Federal Government may be involved in proposed projects 
in the same river basin. Indeed, the Hoover Commission calls atten- 
tion to the situation in the Central Valley of California, where both 
the Corps of Engineers and the Bureau of Reclamation are working 
on parts of one project with different policies as to irrigation, It is 
only human for communities to play one agency against another for 
the greatest benefit to the community. But, ere as a citizen 
and taxpayer, our Federal Government should establish a policy 
which would not permit such playing one against another. It would 
not be possible for this to happen if the Congress enacted a national 
water policy along the lines recommended by the Hoover Commission. 

We Californians know also of the competition between the use of 
stored water for irrigation, power, navigation, dilution of sewage 
and industrial wastes, and fish, wildlife, and recreation, as well as 
for use in maintaining the balance between salt and fresh water. 

May I speak to the first of the nine points on which the Commission 
recommends that a national policy on water be adopted by the 


Congress : 

That water resources be developed to assure their optimum use and maximum 
contribution to the national economic growth, strength, and general welfare. 

Certainly no American citizen can quarrel with the yardstick for 
water resources development which the Hoover Commission recom- 
mends: Optimum use and maximum contribution to the national 
economic growth, strength, and general welfare. It is on this yard- 
stick that I support—and my organization supports—the Hoover 
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Commission recommendations for economy and efficiency in the 
Federal Government. 

It is against such a yardstick that I would urge the Congress to 
weigh the Hoover Commission recommendations on water resources 
and power. 

Using this yardstick—optimum use and maximum contribution to 
the national welfare—here are a few of the Commission’s recom- 
mendations with regard to water resources which, from the taxpayers’ 
point of view, seem particularly important: 

First, that Congress have substantial evidence that the project is 
economically justified and financially feasible—and that it is essential 
to the national interest—before authorizing or appropriating funds 
for Federal participation. 

That the Federal Government assume responsibility only when par- 
ticipation or initiative is necessary to further—or safeguard—the 
national interest or to accomplish broad national objectives; where 
proserte are beyond the means or needs of local or private enterprise 

cause of size, complexity, or potential multiple purposes. Other- 
wise responsibility should be discharged by State and local govern- 
ments, local organizations, or private enterprise. 

That water resources development generally be undertaken by drain- 
age areas—locally and regionally. 

That one Federal agency be made responsible for collecting and re- 
viewing the adequacy of hydrologic data. 

That the Bureau of the Budget staff be strengthened by such pro- 
fessional staff as will enable it to perform fully the function of evalu- 
ating the merits of water development projects presented for appropri- 
ations. 

That revolving funds be abolished—and this is important—and all 
moneys payable into these funds go into the general fund of the 
Treasury and all project funds be appropriated by Congress. 

That all Federal agencies administering revenue-producing water 
resource and power projects pay all cash revenues to the Treasury as 
miscellaneous receipts and receive annual appropriations for cash 
operating expenditures. 

Each of these recommendations—and legislation to implement each 
of them—lI would ask to be weighed by the Congress against the yard- 
stick of optimum use and maximum contribution to the national wel- 
fare. 

And may I point out that it will take congressional action to secure 
the enactment of 13 of the 15 recommendations of this particular re- 
port of the Hoover Commission. 

In the interests of time, I shall not outline the other of the Com- 
mission’s recommendations—each of which I would ask that the Con- 
gress weigh against the same yardstick of optimum use and maxi- 
mum contribution to the national welfare. 

The organized taxpayers of California, speaking through their Cali- 
fornia Taxpayers’ Association, are squarely behind the Hoover Com- 
mission recommendations for economy and efficiency in the Federal 
Government. 

Mr. Jones. Thank you very much, Mr. Grover. 
Mrs. Griffiths, do you have any questions? 
Mrs. Grirritus. No, thank you. 
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Mr. Jonss. Mr. Lipscomb? 

Mr. Lirscoms. No, thank you. 

Mr. Jones. Thank you very much for your fine statement, Mr. 
Grover. 

Mr. F. V. Frey, secretary of the California Municipal Utilities As- 
sociation. 

Do you have a prepared statement, Mr. Frey ? 


STATEMENT OF F. V. FREY, SECRETARY, CALIFORNIA MUNICIPAL 
UTILITIES ASSOCIATION 


Mr. Frey. No. I want to apologize for that. I have to work for 
a living besides just making copies for a Congressional group, and this 
was finished up at just 12 o’clock today. 

Mr. Jones. Fine. We know it will be good so you go ahead and 
we will listen attentively. 

Mr. Frey. I would like to make a couple of comments before I 
go into it. 

Mr. Jones. Let us state your name to the reporter. 

Mr. Frey. F. V. Frey, secretary of the California Municipal Utili- 
ties Association. 

Mr. Jones. Where is your home? 

Mr. Frey. Pasadena. We hope you all get over there to that New 
Year’s game. 

Mr. Jones. Off the record. 

( Discussion off the record.) 

Mr. Jongs. On the record. 

Mr. Frey. Our association takes in some of the northern boundary. 
On the north we are right under Shasta Dam. Of course, they have 
a very lovely situation there where they have competitive power. So 
one of our members is definitely in a good position as far as compe- 
tition is concerned. 

To the south we have San Diego. We take in the Los Angeles 
Water and Power and the aqueduct of San Francisco. 

I have been secretary for about 10 years and I might say when 
I went to college I worked for the then private power and light com- 
pany. I have been tainted with the private power philosophy and 
I have been tainted with the public power philosophy. 

My last paragraph, Mrs. Griffiths, answers, I believe, what you 
brought up with Mr. Doherty. I might comment on his remark 
about the tax. 

The private utilities are definitely a tax-collecting agency. That 
was pointed out to the Hoover Commission task force in San Fran- 
cisco. So one of the task force took issue with me because of the fact 
that P G & E are paying 25.4 percent, or something like that, of their 
gross in taxes. That is a fact. The American Public Power Associ- 
ation back 7 or 8 years ago had a survey in which they published it 
in a book, I believe called Public Power Pays Off. 

Mr. Liescomr. Mr. Frey, almost every businessman today is a tax 
collector, is he not ? 

Mr. Frey. That is right. 

Mr. Lirescoms. So nobody denies that they are tax-collecting. 

Mr. Frey. But the comments are that they are all reflected in the 
rates. That isa fact, and I do not deny it at all. 
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Mr. Liescoms. Almost every businessman today is burdened with 
collecting taxes. 

Mr. Frey. The American Public Power Association in the book 
published 7 or 8 years ago, in a survey of our members at that time, 
they showed where the public power contributed more at that time 
in lieu of taxes than the private power companies did. We are talk- 
ing about keeping everybody on their toes. 

Mrs. Griffiths brought out this point of the competition on rates. 
We have competition even in our operations. I believe Alex Radin 
presented that testimony at Muscle Shoals, I believe, in the addendum 
to his report. It shows that public power in distribution, transmis- 
sion, and generation, on the report furnished by the Federal Power 
Commission—and we all fill out their reports and turn them in—pub- 
lic power is definitely on its toes, as well as private power, and we 
are proud of it. 

I am sorry for all of these comments. 

My name is F. V. Frey. I am secretary of the California Municipal 
Utilities Association, an organization which was founded in 1932 
dedicated to the interest and protection of municipal utilities through- 
out the State of California. The cities and utility districts who are 
members comprise more than 70 percent of California’s total popu- 
lation and operate one or more municipally owned utilities such as 
water, electric, and gas. Our association is pleased that this com- 
mittee has come so far and is providing us with the opportunity to 
tell you here at home our views on the activities of the Federal Gov- 
ernment in the fields of water resources and power generation. 

The association’s policy has been consistent since its founding. This 
olicy was outlined very well by our past president, Mr. J. H. 
{cCambridge, in a communication addressed to Mr. Morris L. Cooke, 

Chairman of the President’s Water Resources Policy Commission, 
under date of June 20, 1950. The communication referred to is as 
follows: 


The California Municipal Association, an organization for the protection of 
publicly owned utilities, representing over 40 cities and districts in our States 
which own and operate water, electric, and gas utilities, serving a combined 
population in excess of 8 million people, wishes to go on record with the Presi- 
dent’s Water Resources Policy Commission urging State and local control of 
water and power in our State. 

For over 100 years of California history, our record of achievement in the 
field of water and power development is outstanding, and the long-range planning 
in our State is expected to keep pace with current demands. 

While our association stands firmly for the principle of State and local devel- 
opment, ownership, and operation of water and power projects, we believe that 
Federal intervention and aid is justified in the following instances: 

1. Where a navigable, interstate or international stream or body of water 
is involved. 

2. Where the development of federally owned land is involved. 

3. For flood control in accordance with existing Federal policies. 

4. Where military or naval establishments create excessive demands over 
and above what would be required for normal uses in the community and where 
the local authorities having responsibility for serving these establishments re- 
quest Federal aid. 

We believe the Government-owned water and power projects involving inter- 
state or international water supplies should be self-liquidating so as not to be a 
burden on the taxpayers of the United States who are not receiving the benefit 
of such projects; that such projects should be operated and managed by State 
or local authorities ; and that State laws with regard to water and property rights 
should be respected. 
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The United States Reclamation Service has a very enviable record and has 
brought about many worthwhile projects over the Nation in the past two decades, 
but we sincerely urge that this service be held truly within the original intent 
of the Reclamation Act. 


The States rights are being taken away from the people in many fields, and we 
in California charged with the responsibility of supplying water and power to 
our people do not want the Federal Government to enter into the distribution of 
water and power at local levels. 

We respectfully urge that in every instance of Federal development of such 
projects the principles established in connection with the Boulder Canyon project 
(the Swing-Johnson bill) as to financing such projects should be followed; and 
that in allocating water, electric energy, or other benefits from such projects, 
preference should be given to States, municipalities, and other public agencies 
requiring such service. 


Our association has passed many resolutions in the past years which 
have been sent to the Congress of the United States in which it re- 
affirms and restates its belief in the fundamental soundness of the 
preference provision for municipally owned utilities. One of the most 
recent resolutions adopted February 5, 1954, is as follows: 

Whereas the principle of preference to municipal public utilities in the sale of 


electric power from Federal dams was originally provided for in the Reclama- 
tion Act of 1906 ; and 


Whereas that same principle has been repeatedly reaffirmed and restated in 
Federal legislation enacted at numerous times since 1906 ; and 

Whereas this association has consistently endorsed that principle by which 
savings made possible from the use of federally produced power accrue directly 
to the benefit of the ultimate consumer : Be it 


Resolved by the California Municipal Utilities Association in annual confer- 
ence assembled at the Mission Inn, Riverside, Calif., That this association re- 
affirms and restates its belief in the fundamental soundness of the preference 
provision and endorses the preference provisions in its requirements that munici- 
pal utilities be recognized within each classification of power sold. 

The provision that local public agencies should have a preference 
is a sound one and is contained in section 7 (a) of the Federal Power 
Act of 1920, as amended. It is essential, we believe, that this provision 
not be impaired in any manner for it is founded on the fundamental 
American policy that the people through their own nonprofit public 
organization should have the first opportunity to develop public 
resources. The preference provision has been expressed repeatedly 
by Congress in one act after another with the philosophy that our 
national resources belong to the people of the Nation and their use 
should not be monopolized by private individuals or corporations. 
We believe that in order to conserve irreplaceable fuel supplies every 
site for the generation of hydroelectric power should be developed if 
and when such development is economically feasible. 

Where projects are constructed primarily for navigation or flood 
control, maximum power production consistent with such primary 
purposes should be provided. We believe that power from Federal 
projects should be sold at the lowest possible rates consistent with 
sound business principles. Rates for power produced at multiple- 
purpose projects should be sufficient to meet all costs properly charge- 
able to power, but should not be burdened with any costs paahetay 
chargeable to any other purpose; provided, however, that when irri- 


gation is one of the joint purposes, then power revenues may properly 
be used to pay that portion, if any, of the capital costs properly charge- 
able to irrigation which is beyond the ability of the irrigators to pay; 
provided the total capital costs paid from power revenues (those 
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chargeable to power plus those chargeable to irrigation but paid for 


from power revenues) shall never exceed the amount for which a 


comparable supply of power could have been developed had irrigation 
not been one of the purposes of the project. 


The local interest in every Federal project for the utilization and 
control of water should receive local recognition and at no time should 
extend the control to privately owned utilities to the detriment of the 
public interest. On August 5, 1955, the board of governors of our 
association adopted the following resolution: 


Whereas it is the fundamental policy of the California Municipal Utilities 
Association to encourage sound multiple-purpose development of water resources 
by the United States and other public agencies, and to make any electric power 
incidental thereto available at the lowest possible cost to the ultimate consumer 
by means of public system distribution and sale; and 

Whereas the proposed Trinity River project in California, as now authorized, 
would include Federal construction and operation of powerplants, and 

Whereas there has been, and continues to be, urged upon the Secretary of the 
Interior a scheme under the name of “partnership” whereby the large privately 
owned electric and gas company serving the general area of the Trinity River 
project would construct the powerplant facilities and thereby gain complete 
control over the power output of the Trinity River project, to the exclusion 
of any municipal, cooperative or public agency electric system ; and 

Whereas any restoration or extension of privately owned utility control over 
the marketing of power from Federal projects is contrary to the public interest 
in that it tends to deprive the electric consumer of the advantages of the com- 
petitive influences arising from the marketing of power by such municipal, co- 
operative, or public agency electric system ; and 

Whereas the Secretary of the Interior is studying such a suggested change, in 
the Trinity River project plan for the adoption of the so-called partnership 
method of private company construction of the power facilities: Now, therefore, 
be it 

Resolved, That the California Municipal Utilities Association, in recognition 
of its longstanding interest in Federal resource development and in recognition 
of the foregoing recitals, does hereby memorialize the Congress of the United 
States that: 

1. Congress reaffirm the American people’s confidence in the term “partner- 
ship” as it may hereafter be used in public affairs, by rejecting it as fittingly 
inapplicable to any arrangement which restores or extends private utility con- 
trol over the electric power produced by a Federal multiple-purpose project: and 

2. That the Congress specifically and emphatically refuse to authorize any 
so-called partnership proposals advanced by privately owned power companies 
for the construction of merely the power generating facilities as part of Federal 
multiple-purpose water projects, including those of the Trinity project. 

3. That Congress take favorable action in providing the municipal, coopera- 
tive, or public agency electric systems in the northern part of California with 
adequate low cost power from the Trinity River project. 


In the Hoover Commission Report on Water Resources and Power, 
their recommendations could reverse more than 50 years’ experience 
in developing natural resources and would retard the economic devel- 
opment of our Nation. In the Hoover Commission recommendation 
No. 11, it states: 

(a) That the private utilities be permitted to purchase a fair share of Fed- 
eral power. 

(b) That no further building of transmission lines be undertaken where such 
transmission service can be provided by the non-Federal agencies. 

It is clear that the effect of this recommendation would set up con- 
ditions where practically 100 percent of the Federal power would be 
sold to private utilities. 

In the northern part of California most of the utilities are small 
ones and do not have the financial resources, or in many cases the legal 
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authority, to build transmission lines or otherwise make arrangements 
for delivery of Federal power to their utilities. The only means by 
which they can receive any quantity of power is through the use of 
the preference clause and the authority of the Federal Government 
to build transmission lines, where necessary and economically feasible, 
to deliver power to the preference customers. 

Recently 10 cities purchasing resale energy from the Pacific Gas 
and Electric Co. were faced with an approximate 28 percent increase 
in rates. At the Chudoff committee hearing held recently, these cities 
testified they would not have been faced with such a large increase in 
rates had Federal power been available in the area. It was pointed 
out that where Federal power is available it creates a yardstick 
whereby publicly owned utilities can bargain more favorably with 
private companies for their purchased energy even if they do not 
choose to buy Federal power. 

It is not the position of our organization now—nor has it ever been 
our position—that electric utility industry of this country should be 
federalized or nationalized or should be entirely under the control of 
public power. In California both private and public power systems 
have enjoyed a healthy growth under our present policies and laws. 
We believe if the recommendations in the Hoover Commission Report 
on Water Resources and Power were adopted that it would create a 
private power monopoly which would be equally as dangerous as if 
a public monopoly existed. 

I wish to thank you for this opportunity to appear before your 
committee. 

Mr. Jones. Thank you very much, Mr. Frey. Weare glad to have 
had you. 

Mr. Frey. If you have no questions I would like to make one com- 
ment after you are through. 

Mr. Jones. Fine. You go right ahead. 

Mr. Frey. I appeared before the Chudoff committee and I pointed 
out that public power in California has no ax to grind with private 
power. Asa matter of fact, to show you the cooperation, in 1949, I 
believe it was 

Mr. Lirscoms. May I ask you a question ? 

Mr. Frey. Yes. 

Mr. Lirscoms. Aren’t you speaking about Federal and non-Federal 
power when you talk about public and private power? Aren’t you 
or the people you represent non-Federal ? 

Mr. Frey. The people we represent are—they are purchasing Fed- 
eral power. The Sacramento Municipal Utilities District is purchas- 
ing Federal power. a As: 

Mr. Liescoms. But they are a municipal utility, are they not? 

Mr. Frey. They are members of our organization. 

Mr. Liescoms. So that is a non-Federal organization 

Mr. Frey. That is right. But what I want to bring out here is that 
Mr. Doherty said he was very proud of Mr. Peterson and Mr. Scatter- 
good and those pioneers who built the department of water and power. 
Mr. Lipscomb probably remembers when the P. G. & E. had their 
brown-out. The P. G. & E. had a high ratio of hydro to steam, and 
in 1949 I believe it was they ran out of power. Industry in the San 
Francisco Bay region was shut down—not all of it, but part of it. 
People were out of work. 
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The department of water and power shipped millions and millions 
of kilowatt-hours from Los Angeles into the Pacific Gas & Electric’s 
system to help them out of a jam. 

I picked up the Electrical World the other day and I see back in 
North Carolina some private power company had a tremendous write- 
up because they shipped several hundred thousand kilowatt-hours into 
some little REA in North Carolina. I think it is wonderful and I 
think the cooperation is such that we have no ax to grind with anyone. 

In Pasadena, a good Republican town—and just because we are 
Republican it does not necessarily mean we are in favor of private 
power too—we have had it for 50 years. Pasadena was voting Re- 
publican 70 percent for years and years. We celebrate our 50th anni- 
versary this year. The city of Riverside had an election August 5 
in which they voted down 2 to 1 the California Electric’s proposal to 
purchase it. 

So as I say, if it is a pipeline or anything like that, what the people 

vant in a community is the God-given right to have it. 

Thank you. 

Mr. Lipscoms. May I ask a question ? 

Mr. Jones. Certainly. 

Mr. Lirscoms. Mr. Frey, what is your organization? Does the 
department of water and power belong to your organization? 

Mr. Frey. Yes. 

Mr. Liescoms. When you read these resolutions, did they subscribe 
to the resolutions ? 

Mr. Frey. They have a member on our board of governors who 
voted in favor of this particular resolution. Of course, he is one man. 
We have a board of 13 on the board of governors, and they meet and 
pass on these resolutions. We had a meeting and that was at Long 
Beach August 5. This particular one you referred to is on the Trinity 
River ? 

Mr. Liescoms. Yes. Thank you. 

Mr. Jones. Again thank you, Mr. Frey. It is a pleasure to have 
you, sir. 

(The following communication was subsequently received from 
Mr. Frey :) 


CALIFORNIA MUNICIPAL UTILITIES ASSOCIATION 


Pasadena, Calif., January 12, 1956. 
Congressman Rosert FE. JONES, 
Chairman, Special Subcommittee on Water Resources and Power, 
Washington 25, D.C. 

DEAR CONGRESSMAN JONES: The California Municipal Utilities Association is 
vitally interested in the Trinity River project which will be constructed in our 
State. We have many of our members located in the northern part of the 
State who would like the opportunity to purchase falling water from this project. 

The preference provision of section 7A, Federal Power Act of 1920, as amended, 
provides that public agencies have a preference in purchasing federally owned 
falling water or power. This provision has been expressed repeatedly by Con- 
gress in one act after another with the philosophy that our natural resources 
belong to the people of the Nation and their use should not be monopolized by 
private individuals or corporations. 

We are enclosing copies of several letters and a supporting resolution outlining 
our position. 

Yours very truly, 
F. V. Frey, Secretary. 
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UNITED States DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Sacramento, Calif., September 28, 1955. 
Mr. Car RICHEY, 
President, California Municipal Utilities Association 
Sacramento, Calif. 


My Dear Mr. Ricuey. The act of Congress approved August 12, 1955 (69 Stat. 
719), authorized the Secretary of the Interior to construct, operate, and maintain 
the Trinity River division, Central Valley project, under the Federal reclamation 
laws. The project is generally described in the act as consisting of : 

“* * * a major storage reservoir on the Trinity River with a capacity of 
2,500,000 acre-feet, a conveyance system consisting of tunnels, dams, and ap- 
purtenant works to transport Trinity River water to the Sacramento River and 
provide, by means of storage as necessary, such control and conservation of Clear 
Creek flows as the Secretary determines proper to carry out the purposes of this 
act, hydroelectric powerplants with a total generating capacity of approximately 
233,000 kilowatts and such electric transmission facilities as may be required to 
deliver the output of said powerplants to other facilities of the Central Valley 
project and to furnish energy in Trinity County: * * *” 

Details of the Trinity River division as originally planned are set forth in a 
report of the Department of the Interior, printed as House Document 53, 83d 
Congress, 1st session. Proposals for modifying and supplementing the original 
plan are set forth in a report of the Commissioner of Reclamation, dated January 
19, 1955, approved by the Secretary of the Interior on February 17, 1955. Further 
changes in plan may be made. 

My purpose in writing you is to invite your attention to a proviso in the above 
cited act reading as follows: 

“Provided, That the Secretary is authorized and directed to continue to a con- 
clusion the engineering studies and negotiations with any non-Federal agency 
with respect to proposals to purchase falling water and, not later than 18 
months from the date of enactment of this act, report the results of such negoti- 
ations, including the terms of a proposed agreement, if any, that may be reached, 
together with his recommendations thereon, which agreement, if any, shall not be- 
come effective until approved by Congress.” 

As you may be aware, Pacific Gas & Electric Co. has offered to construct the 
power facilities of the Trinity River division and to pay for the use of falling 
water to be developed by the project. Considerable testimony concerning.,the 
company’s proposal was given at the House and Senate hearings relating to the 
above-cited act. We now are continuing with the company the studies and nego- 
tiations directed by the Congress. However, we will welcome proposals of any 
other non-Federal agency for construction of the power facilities and the use 
of falling water. I shall be glad if you will publicize this situation to your mem- 
bership. If any of your members, independently or in association with others, 
has such a proposal, it will be given every consideration. I shall be glad to enter 
into discussions and negotiations concerning any such proposal at a mutually 
agreeable time. 

Sincerely yours, 
O. H. SPENCER, 
Regional Director. 


CALIFORNIA MUNICIPAL UTILITIES ASSOCIATION, 
January 5, 1956. 
Mr. C. H. SPENCER, 
Regional Director, Bureau of Reclamation, 
Sacramento, Calif. 

Dear Mr. Spencer: Thank you for your letter of September 28, 1955, advis- 
ing of the studies being made on the possible sale of falling water at the Trinity 
project pursuant to an act of Congress approved August 12, 1955. An earlier 
response has not been sent since you indicated that the completion of such 
studies might take as long as 18 months. 

The California Municipal Utilities Association is a voluntary organization 
of and for publicly owned utilities throughout the State of California. It was 
organized in 1933 for mutual protection and advancement and at present, the 
cities and districts who are members serve over 70 percent of California’s total 
population with one or more utilities such as water, electricity, and gas. Ac- 
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cordingly, our membership is vitally interested in the question of ownership and 
operation of the power-generation facilities of the Trinity project. 

In August 1955, the board of governors of our association adopted a resolu- 
tion opposing private utility control over the electric power produced at Federal 
multiple-purpose projects and urging that the Congress take action to assure 
that municipal and other public electric systems in northern California obtain 
any power available from the Trinity project. A copy of this resolution is 
attached for your information. 

Since the resolution urges that Trinity power be provided for public-agency 
systems in the northern part of the State, a question automatically arises as 
to whether or not these preference agencies can actually use the power. An 
informal survey was recently made concerning actual or anticipated peak sys- 
tem demands for our northern California member cities of Alameda, Healdsburg, 
Lodi, Palo Alto, Redding, Roseville, Santa Clara, and Ukiah as well as our 
member districts including the Modesto irrigation district, the Sacramento 
municipal utility district, and the Shasta Dam area public utility district. The 
survey shows total peak system requirements as follows: 


Year: Kilowatt demand 
i es I a ee ee 229, 153 
ETD deonnlrinsepewepanesscarnthoomaendiinienticeiaiaiexmgaubhaiemnda tata iia adeieis ated eee ce saa 2 382, 452 
ars 5 chan beta ren eich ds ne ik bs id i a a SEER lie 592, 450 
PENNS EAE PSE Oe oe Lg BI 2 ho TR Sateen tts ga ee 904, 750 


The demonstrated need for over 900,000 kilowatts of power by 1965 should 
be measured against the amount of Central Valley power available including 
the Trinity project. Shasta and Keswick Dams have an installed capacity of 
450,000 kilowatts with the newly completed Folsom and Nimbus Dams rated at 
175,500 kilowatts. Taking these figures and adding the preliminary figures of 
233,000 kilowatts for the Trinity powerplants gives a grand total of 858,500 
kilowatts. The Bureau of Reclamation currently has a sales and interchange 
agreement whereby Shasta-Keswick power is firmed up to 300,000 kilowatts and 
if the same pattern is followed for Folsom, Nimbus, and the Trinity, we could 
expect a total firm capacity of perhaps 600,000—650,000 kilowatts. Such a figure 
is only about two-thirds of the 1965 needs of public-agency systems within trans- 
mission distance of the Central Valley powerplants including the Trinity. 

Facts of the foregoing nature make it clear that even with Federal construc- 
tion and operation of the Trinity powerplants, the power produced will still 
fall far short of public-agency needs in this area. Accordingly, purely factual 
considerations point to construction and operation of the entire project by the 
Federal Government as already authorized by the Congress rather than adopt- 
ing any proposal for the sale of falling water. 

The next annual meeting of our association will be held in Los Angeles, 
February 14-17, 1956, and our membership undoubtedly will give further con- 
sideration to this subject. We will advise you of any further views of our 
members. 

Very truly yours, 
Carb L. RIcHEY, President. 


STATEMENT OF LEORA BAXTER, LOS ANGELES, CALIF., MEMBER 
OF THE BOARDS OF THE NATIONAL ASSOCIATION OF PRO AMER- 
ICA AND CALIFORNIA CHAPTER OF PRO AMERICA 


Miss Baxter. I felt rather lost when I first saw this array but I 
still had the courage to appear. 

Mr. Jonrs. Miss Baxter, what is Pro America? That is a new one. 

Miss Baxter. I am going to tell you something about it. 

Pro America is a national independent organization of women who 
are interested in the field of politics and political education. We study 
candidates and endorse candidates and work for them. 

Mr. Lipscoms. Mr. Chairman, may I say that candidates appear 
before them and they know they have appeared before them after they 
get through. 
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Mr. Jones. Do you give them the works? 

Miss Baxter. We do. And we know how to. We hold back no 
questions that we are interested in. 

Mr. Lrescoms. They give you 5 minutes to state your position and 
then they take the rest of the time themselves in questioning you. 

Miss Baxter. You have stood up very well, Mr. Lipscomb. 

Mr. Jones. He stood up very well, didn’t he? 

Miss Baxter. He did. He really did. 

Because the members of Pro America are pledged to uphold the 
Constitution of the United States with its American traditions and 
ideals, they have been deeply interested in both reports of the Hoover 
Commission. 

Two resolutions have been passed by the national association in sup- 
port of the Commission, and members are now engaged in a study of 
what can be done to assist in the implementation of the Commission’s 
report. 

Other resolutions are in accordance with specific recommendations 
of the Commission concerning water resources and power. These 
have to do with infringement by Government on individual freedom, 
on private enterprise, and on States rights. 

lor many years Pro America has urged reduction in Federal spend- 
ing. Confiscatory taxes deny ownership of property, a fundamental 
American philosophy. 

Mr. Jones. May I ask a question? Is Pro America in support of 
the Bricker constitutional amendment ? 

Miss Baxter. Yes, sir. 

Mr. Jones. Limiting taxes to 25 percent, or not in excess of 25 
percent ? 

Miss Baxrer. I believe we have a resolution to that effect. Is that 
the Dirksen bill? I believe and I am quite sure we have a resolution 
to that effect. 

Mr. Jones. Yes. 

Miss Baxter. Because of the overlapping of Federal agencies in 
water development and because of lack of efficient Government policy, 
the taxpayers have had to give the Federal Government millions of 
their dollars to be wasted. The citizens are having to support projects 
that have cost far above the original price quoted to Congress; projects 
that have cost far above the benefits to be derived; projects that prob- 
ably would never have been launched “had the local promoters been 
required to back their claims with cash.” 

With the huge sums appropriated for water projects, a bureaucracy 
has developed in Washington that has the power to infringe on the 
inherent freedom of our citizens. 

I cite the 160-acre limitation law that tells the farmer that if he 
wants water, he may own only so much acreage. This is a far cry 
from the independence of the sturdy pioneers who settled on our 
California ranches and developed them. 

Why should power projects be permitted that have taken from our 
citizens over $300 million for deficiencies in revenue alone and this 
for the benefit of less than 10 percent of our population ? Kes should 
the taxpayer of California be forced to pay the light bill of the 
electric user in the TVA area? i 

The implementation of the Hoover Commission report would cer- 
tainly remedy such evils, I refer to recommendation No. 1, which 
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rovides that projects must be economically justified and financially 
easible and, particularly—Pro America has just this—particularly 
that the revenue from the projects must be paid to the Federal 
Treasury and then annual appropriations for expenses be voted by 
Congress. 

May I interpolate again that we believe all revenues should come 
into the Federal Treasury, and then all appropriations should be 
made by Congress, rather than that there should be certain individual 
independent agencies. 

No. 4 would amend the 160-acre limitation law; No. 8 would 
authorize user charges on inland waterways. 

Mr. Jones. You are for that recommendation? 

Miss Baxter. Yes. 

Finally, No. 9 would require Federal power programs to assume 
responsibility to amortize and pay the interest on sums expended 
and to pay their own way. These recommendations alone, put into 
effect, would leave an appreciable amount of his earnings to the 
taxpayer for his own investment and would help free him from 
Government dictation. 

The women of Pro America believe that, through individual enter- 
rise and initiative, America has achieved its high standard of living. 
‘hey contend that the Federal Government should not enter into 
competition with citizens; that encroachment of Government upon 
business, production, and services is destroying our constitutional 
powers and rights of the people; that ownership, control, develop- 
ment, and operation of the natural resources of the United States 
by private capital is basis for the maintenance of a free government 
and a free economic system. 

In the Hoover report, we find a statement that, in substance, coin- 
cides with the position taken by Pro America. The report states that— 
in the field of power the Government is conducting “functions and activities 
which are competitive with free enterprise.” Such competition by the Govern- 
ment with private enterprise in the power field is more extensive than in any 
other single governmental field and has taken on many aspects which are the 
negation of our fundamental economic system. 

Mr. Jones. May I ask a question? 

Miss Baxter. Yes. 

Mr. Jones. Along with that thinking that you have projected in 
your statement, do you not think that great savings could be made 
in the Government in the distribution of mail if the Railway Express 
or some other private enterprise would take over the Post Office 
Department and operate it ? 

Miss Baxter. Again I must say, as some others have said, I am 
not an expert in these matters of finance, but if our Postal Depart- 
ment is running in the red, as it is, something should be done. 

Mr. Jones. Yes 

Miss Baxter. Whether it is this proposition or not I do not know. 
I would not presume to say. 

Mr. Jonxs. The report about 2 years ago, I believe, was that the 
Saturday Evening Post, and Life magazine, and the Ladies Home 
Journal, and one or two other magazines, were being subsidized to 
the amount of $27 million a year. 

Miss Baxter. I do not approve of that. I am speaking personally. 

Mr. Jones. I thought maybe you did not. 
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Miss Baxter. Pro America does not. 

Mr. Jones. So to save the Government those tremendous millions 
of dollars, do you think it would be in keeping with your statement 
that that be turned over to private business ? 

Miss Baxter. I would say so. That is my personal opinion because 
we have never taken a resolution on the postal question, and I must 
be sure I protect my organization. 

Mr. Jones. Surely. I understand. 

Miss Baxter. Because of their exemption from local and State 
taxes, because they are not subject to the regulation of rates by State 
officials, the Federal power projects are in unfair competition with 
private enterprise. 

Recommendations by the Commission would help take Government 
out of business and would open the way for traditional private enter- 
prise. Recommendation No. 1 places, where possible, the respon- 
sibility of the promotion of water development on the State or local 
government or local organizations or private enterprise; No. 11 ad- 
vises that private utilities be permitted to purchase a fair share of 
Federal power; No. 15 would open the way for private enterprise to 
buy the power from dams and dispose of that power through their 
own systems. 

The problem of States rights is of no less importance than that of 
individual freedom and of private enterprise. Freedom can exist 
only where government is limited. 

ur Constitution was designed to prevent tyranny by reserving all 
powers to the States except those specifically delegated to the Federal 
Government. 

California has suffered because of Government interference in our 
water problems. The long litigation between the Federal Govern- 
ment and California in the Fallbrook case was widely publicized. 
In the Central Valley project. we have a controversy, with California 
pitted against the Corps of Engineers and the Bureau of Reclama- 
tion, these two with different policies. 

As the States lose their independence, the Federal Government 
grows in power. If the States would assume their responsibility in 
matters of water resources, the power-usurping bureaucracy at Wash- 
ington would be weakened. ‘ 

Again through the implementation of the Hoover report, certain 
of the rights of the States would be returned to them. Recommenda- 
tion No. 1 states: 

That in participating in water resources and power development, the Federal 
Government without avaiving its constitutional rights, should take account of 
the rights and laws of the separate States concerning appropriation, use, control, 
and development of waters within their boundaries. 

Therefore, it seems obvious that through the implementation of the 
report of the Hoover Commission on Water Resources and Power, 
the American citizen would have some of his inherent freedom re- 
turned to him; the field for private enterprise would be safeguarded ; 
and some of the rights of the States guaranteed by our Constitution, 
would be returned to them. 

Mr. Jones. Do you feel that there has been a loss of sovereignty 
by the States due to too much centralization of power in Washington ? 

Miss Baxter. I certainly do. Indeed I do. I believe in States 
rights, and so does Pro America. 
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Mr. Jones. Did you have any questions, Mrs, Griffiths ? 
Mrs. Grirrirus. I wanted to ask you about this 160-acre limita- 
a law. How would you understand that would work if we removed 
it 

Miss Baxter. If it were removed ? 

Mrs. Grirrirus. Yes. 

Miss Baxter. I would think if it were removed we could determine 
that a man who would be able to afford whatever acreage he could, 
would be able to have that acreage. 

Mrs. Grirrirus. In some places has this irrigation been provided for 
under the Bureau of Reclamation of the Government ? 

Miss Baxter. I believe both of those agencies have had a consider- 
able amount of control. It has been a Federal control. They limited 
this acreage in the San Joaquin Valley. 

Mrs. Grirrirus. Would you suggest that the reclamation itself 
be limited and the Federal Government quit investing its funds in 
reclamation ? 

Miss Baxter. I would not know. I would not presume to answer 
that because I fee] I am not competent to. The thing I am speaking 
of for Pro America is the fact that the rights of the citizens that. 
have been inherent in our Constitution have been taken from them 
with such a thing as that 160-acre limitation law. Technically I 
cannot answer your question. I am sorry. 

Mrs. Grirrirus. You are not suggesting that the first user on the 
stream be the only user, that is, that he use what he chooses and sell 
it to others? 

Miss Baxter. Well, of course, if Southern California believed in 
that, with the possible turning out of the Feather River Canyon 
project—if we are going to spend millions of dollars in carrying that 
down to Southern California we could not have such a law if that 
were put into effect. 

Mrs. Grirrtrus. You were just suggesting they be permitted to 
buy as many acres as they chose ? 

Miss Baxter. Yes. It seems to be and it has been the American 
policy to invest your money to the limit of your capacity, and not 
be limited by Federal restraint. 

Mrs. Grirritus. And that the Federal Government irrigate that 
land for you ? 

Miss Baxter. Yes. 

Mrs. Grirrirus. You do not object to that subsidy ? 

Miss Baxter. It is the authority which has put in the 160-acre 
limitation that I object to. 

Mrs. Grirrirus. But you would not object to the subsidy of the 
Federal Government doing the irrigation and investing the money 
that helps toirrigateit. Isthat right? 

Miss Baxter. I would object if the people themselves in a project 
could take care of it. I object to Federal intervention in any way 
where the local concerns can take care of it—where free enterprise 
can take care of it. 

Mrs. Grirrirus. Maybe out here you pay for a great deal, or most 
of it. Idonot know. 

Mr. Lirscoms. Did you mean to go further than the Hoover Com- 
mission recommendations? In other words, they say that the acreage 
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limitation is justified in certain cases, but that it should be based on 
local conditions. 

Miss Baxter. Yes. 

Mr. Lirscoms. You just do not feel we should let everybody buy as 
much land or irrigate as much land if there is a water shortage in that 
area and it does not meet local conditions, do you? 

Miss Baxter. No. I think that would depend on the locality itself. 

Mr. Lirscoms. So in your recommendation or your thinking you 
go along with the Hoover Commission recommendations that we 
should amend that to meet local conditions? 

Miss Baxter. Yes. That is right. It says according to local con- 
ditions. That is right. But the people at least I know have been 
greatly incensed over some of the things that have happened in the 
San Joaquin Valley. 

Mr. Jones. Thank you very much. It was a pleasure having you. 

Miss Baxter. Thanks for allowing me to come. 

Mr. Jones. Mr. James G. De Flon. 


STATEMENT OF ERNEST BUTCHER, APPEARING ON BEHALF OF 
JAMES G. DE FLON, REPRESENTING THE FLUOR CORP., LTD., 
WHITTIER, CALIF. 


Mr. Burcuer. He has been called away. I wonder if I might sub- 
stitute for him. 

Mr. Jones. You look like a pretty good substitute. 

Mr. Burcuer. My name is Ernest Butcher. 

Mr. Jones. You are representing the Fluor Corp. ? 

Mr. Butcuer. A charter member of the Cooling Tower Institute. 

Mrs. Grirritus. What is that institute? 

Mr. Burcuer. The Cooling Tower Institute is an organization of 
cooling tower manufacturers which was organized with several objec- 
tives in mind, included among which is the objective of the conservation 
of water. 

Cooling towers, if I might elaborate a bit further, are structures 
which tn the recooling of water which has been heated up in in- 
dustrial heat transfer application, and by that means a given quantity 
of water can be made to serve as many as 20 times as compared to the 
normal once for each application which is prevalent in some instances. 

Mr. Jones. What is the largest plant in the country that uses water 
for cooling purposes ? 

Mr. Burcuer. Tullahoma Air Base. 

Mr. Jones. Where do they get the water ? 

Mr. Burcuer. They have impounded the upper river in Tennessee. 

Mr. Jones. I live about 30 miles from that project. 

Mrs. Grirrirus. This was a local plug. 

Mr. Jones. How much water do they use a day in gallons? 

Mr. Burtcuer. It is in the millions. I do not have the accurate 
figure on that. 

I am sorry that I do not have a prepared statement at this time, but 
I would like to ask the committee’s permission for the executive mana- 
ger of the institute to present a statement and to forward it to you 
subsequently. 

Mr. Jones. Fine. Without objection we will be glad to receive it 
and it will be made a part of the record at that time. If you will mail 
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it to me.gr.the committee prior to January 15, 1956, we will be able 
to include@it in the record. The clerk will give you the address. 

It is a pleasure to have you, sir. 

Mr. Fred Sherrill. 


STATEMENT OF FRED SHERRILL, LOS ANGELES, CALIF., PRESIDENT, 
TULARE LAKE LAND C0., AND VICE PRESIDENT, BOSWELL CO. 


Mr. SuHerrivt. I am Fred Sherrill of Los Angeles, president of the 
Tulare Lake Land Co., and vice president of the Boswell Co. 

Mr. Jongs. We are glad to have you, sir. 

Mr. Suerrinu. I want to appear and thank the committee for the op- 
portunity to endorse the recommendations of the Hoover Commission 
to amend the 160-acre limit law with a determination depending upon 
local conditions. 

I have a statement that I have prepared on that which I would like 
to read, if it is agreeable. 

The first land limitation statute that I know about was the Home- 
stead Act during the Civil War. This was designed to help open up 
the West for settlement. A limit was imposed of 160 acres of land 
from the public domain to anyone who would establish a claim by ac- 
tually living on the land and cultivating it. I think it is fair to as- 
sume that the then current conditions attending farming, with which 
nearly all Members of Congress were familiar, influenced the setting 
of the limit. All farming was still done by hand and with animal 
power. In fact, the first great mechanical] farm labor saver, the grain 
reaper, drawn by animals, of course, had been in existence only a 
short time and had yet to prove its great worth. Possibly the most 
important thing to remember is that the Homestead Act dealt with 
undeveloped public lands; the Reclamation Act of 1902 following the 
same pattern of 160 acres also dealt with undeveloped public lands. 
It hardly seems proper to impose upon a highly developed agricul- 
tural area, already in private ownership, statutes designed to cover 
situations having to do with settling and developing lands to which 
title was held by the Public Land Office. 

Here in California there are many citrus growers or ranches. It is 
not unusual for these to be bought and sold for $3,000 or $4,000 an 
acre, so that 160 acres of citrus property can easily be worth a half 
a million dollars. Yet, if it does not exceed 160 acres, there is no 
limitation imposed upon the amount of water which may be made 
available from a reclamation project to irrigate it. The situation is 
quite different as to less valuable crops. Depending somewhat on loca- 
tion, barley land may be had for $25, $50, or $100 an acre. If we 
use $100 an acre, then a half a million dollars would cover the cost 
of 5,000 acres. The owner of this half a million dollar investment 
can, because of the rigid 160-acre law, irrigate only 160 acres of his 
barley land from a reclamation project; whereas, as indicated, if he 
had the half a million dollars invested in citrus, he could water it all. 
This seems to indicate that an amendment to the law which will per- 
mit the meeting of local conditions would be appropriate. 

At the time of the adoption of the Homestead Act in 1863 or even 
the adoption of the basic reclamation law of 1902, hydroelectric gen- 
eration of power on a commercial basis was unheard of or in its 
infancy. It would seem almost fantastic today in the last half of 
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the 20th century to limit the amount of electricity a custémer could 
buy to that which could be generated by the water needed to irrigate 
160 acres of land. To be consistent, however, if we are to limit arhi- 
trarily the number of acres that can be irrigated, then we should limit 
the amount of electricity which any one customer may receive from 
a Federal project. I think that this is thoroughly impracticable, but 
I am certain that if the size of electrical consumer is to be unlimited, 
or maybe I should say to be determined by current-day conditions as 
well as local conditions, it would be correspondingly as fair for the 
size of a farm which may be irrigated to be governed by current-day 
conditions as well as local conditions. A part of the current-day con- 
ditions is to have sufficient acreage to sustain the purchase and use 
of modern equipment to bring about the lowest possible cost of pro- 
duction which will permit the products of the farm to be sold at a 
profit in the competitive world market. 

As an example, the modern mechanical cotton harvester costs about 
$15,000 to $16,000. A farmer with 160 acres of land would probably 
not have over 75 or 80 acres of cotton allotment. To buy a mechani- 
cal picker would thus cost in excess of $200 an acre, probably more 
than the land cost in the first instance. This is a ouchienn which has 
already risen and which bids fair to become more acute as the neces- 
sity for cheaper production costs rises coincidental with smaller allot- 
ments for the basic crops being made available. Custom harvesting 
is one answer, but not a complete one, for the man doing the custom 
harvesting must also operate at a profit or very shortly find himself 
out of business. 

I feel that current-day conditions, as well as local conditions, make 
the change recommended in order. In this respect, I would be inter- 
ested in knowing how the pattern is to be set, or the limit determined. 
Will it be by the governor, or by the State legislature, or by the county 
board of supervisors setting local standards to be met? But quite 
independent of that, I think it would be very much in order to adopt 
the changes recommended by the Hoover Commission. 

Mr. Jones. Thank you very much, Mr. Sherrill. 

Any questions, Mr. Lipscomb ? 

Mr. Lipscoms. Yes. 

Do you have any idea or any opinion on how universal your posi- 
tion is throughout the citizens of our State? Have you heard of any 
votes being taken, or resolutions? 

Mr. Suerrmu. Well, I think pretty generally that the position I 
have outlined here would be supported by the farmers almost, I would 
think, irrespective of the size of the property being farmed. There is 
a great deal of misconception of the whole thing, even in this terri- 
tory, and it must be even more so in the east, where the problems are 
even more remote and less understood. 

A great deal of the water developed in California was called-for 
water to which title has been held over a period of years. The impo- 
sition of a concrete dam in a waterway does not create new water. A 
great many people think it does, but it does not do so. It controls 
what was already there and will continue to be there, and makes for a 
much more acceptable regulation and beneficial use of that water, 
which, generally speaking, is water in private ownership. 

For the Federal Government to come in and say, “You have to give 
up your private ownership of the water because we built a dam on 
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your river,” seems to most of the farmers who have drawn water out 
of that river to be a little extreme. 

I would not want to say I voice a unanimous opinion, but I think 
I do nearly so. A great many of our rivers here are staggered under 
an adjudicated water right—what we call a right to the top of the 
river. In the most extreme cases it is still an established claimant and 
his claim has been adjudicated in the courts of California long before 
flood control or regulation through the dams was even suggested in 
the State as a part of the Federal Government’s functions. 

I think I can say that it is within the last 20 years only—or maybe 
a little longer than that, although I think I am right—within the 
last 20 years only that the Federal Government’s Bureau of Reclama- 
tion has come into the State of California. I am not saying that they 
should not, but the fact is that we had lands which were being irri- 
gated from those same streams long before the Federal Bureau of 
Reclamation came into the State and undertook to assist in the de- 
velopment of not more water, but the facilities to regulate the water 
that was already here. 

Mr. Jones. Thank you very much, Mr. Sherrill. It is a pleasure to 
have you. 

Mr. Kenneth Volk of Los Angeles, hydraulic engineer. 


STATEMENT OF KENNETH VOLK, HYDRAULIC ENGINEER, 
LOS ANGELES, CALIF. 


Mr. Vorx. I might state to start out I am a waterworks engineer in 
southern California and I am impressed with how patient your com- 
mittee has been today. 

Mr. Jones. We have had such good witnesses, people like you, that 
we could not help but be patient. 

Mr. Voix. Well, I should think your constituents would be very 
proud of you. 

Mr. Jones. When do you want to goto Alabama ? 

Mr. Vorx. I will go down and say a word for you. I assure you 
of that. 

California is faced with a serious water problem due to her unprece- 
dented growth in population, industry and agriculture. Seventy-five 
percent of the State's runoff occurs in the northern one-third of the 
State, and approximately 80 percent of the ultimate water requirement 
is south of Sacramento. ' : 

The draft on all of the underground basins in southern California 
at the present time exceeds replacement, and in some cases the over- 
draft is of such magnitude as to cause salt-water intrusion. _ 

Mr. Jonrs. Let me ask you a question before you get into that. 
How far away from the Pacific Ocean do you have to go before you 
get away from trouble with salt water intrusion ? 

Mr. Voix. That will vary in the different counties. 

Mr. Jones. And the condition of the water tables? 

Mr. Voix. The condition of the water table and the amount of draft 
that has been put on the major portion of the basin, which causes the 
downward gradient permitting the salt water to go in. There has 
been some very fine work done by our Los Angeles flood control in 
spreading water by wells to create a mound between the ocean and 
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the basin which is being depleted, the results of which are quite 
satisfactory. 

The State engineer estimates that the annual safe yield of runoff 
from the Ventura, Los Angeles, Orange, San Bernardino, and San 
Diego Counties is 1,190,000 acre-feet and that the ultimate consump- 
tive use in these counties will exceed 5,000,000 acre-feet anually. This 
means that the coastal area of southern California will not only need 
the 1,212,000 acre-feet of water to which it is entitled from the Colo- 
rado River, but will have to rely on the importation of water from 
the Feather River project for substantial, additional amounts in order 
to maintain its growth. 

Southern California is paying for its storage at Hoover Dam and 
at Parker Dam, on the Colorado River, and for the Colorado River 
Aqueduct constructed by the metropolitan water district. It is only 
fair that other sections of the country should finance their projects 
likewise. 

The national water policy proposed by the second Hoover Commis- 
sion will insure fair treatment for all sections of the country. In brief, 
the Hoover Commission recommends a national water policy whereby 
the water resources of the United States can be developed to assure 
their optimum use and maximum contribution to the national eco- 
nomic growth. Such development in general should be taken care of 
locally and regionally. Wherever possible responsibility for develop- 
ment should be undertaken by State or local governments or by local 
organizations or private enterprise. 

Further, the Federal Government, without waiving its constitu- 
tional rights, should recognize the rights and laws of the various 
States concerning appropriation, use and control of water within 
State boundaries. 

In the matter of finance, Congress before appropriating Federal 
funds for water projects should have substantial evidence that they 
are economically justified, financially feasible and essential to the 
national interest, and that they can be constructed within the engi- 
neers’ estimates. Also, all Federal agencies handling revenues from 
water-producing projects should pay the same into the Federal 
Treasury and receive an annual appropriation for cash-operating 
expenditures. 

n addition, Congress should amend the present acreage limitation 
in irrigation projects so as to meet local conditions within the States, 
and that the construction of headwater dams relating to flood-control 
programs should be under the jurisdiction of the Corps of Engineers. 

All projects declared obsolete or unsound by the Chief of En- 
gineers should be removed from congressional authorities, and that 
agencies such as the Tennessee Valley Authority be required to secure 
their capital for further improvements after authorization by Con- 
gress, by the sale of their own securities to the public, thus relieving 
taxpayers of additional financial burden. ' 

Mr. Jones. I am glad to see that you are in support of the Jones 
bill for the financing of the Tennessee Valley Authority. I have a 
bill pending that would permit TVA to finance its own capital 
improvements. 

Mr. Vorx. Well, that would help. 

Mr. Jones. Thank you very much, Mr. Volk. 

Mrs. GrirrirHs. Is the Hoover Dam in your judgment the only 
one that is being paid for by the ratepayers? 
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Mr. Vouk. There are some others. I cannot tell you how many 
of them. . 

Mrs, Grirrirns. Can you name any that are? 

Mr. Vork. Well, the Laguna Dam on the lower Colorado River, 
is being paid for that way. 

Mrs. Grirrirus. As I understand it all of these dams, both public 
and private, are being paid for by the ratepayers. Every dam built 
by the Federal Government, or every dam built by private enter- 
prise, is being paid for by the ratepayers. It is a question of who 
advances the money. 

Mr. Vorx. It is a question of who advances the money and how 
much is written off. : 

Mrs. Grirrirus. They are all being paid for. 

Mr. Vork. I think the Reclamation Service has gone far afield on 
what was originally intended, but I am sure if their first Director, 
or A. P. Davis, their first engineer 

Mrs. Grirrirus. That is not dams which are generating electricity ? 
You do not mean those dams, because they are all being paid for. 

Mr. Voix. There are some that have not been. I cannot give you 
an exact answer on that. 

Mrs. Grirrirus. I would think all of them are. Maybe I am wrong. 
But every area feels they are paying for their own dams. We have 
heard that over and over. 

Mr. Lirscoms. The difference in the Hoover Dam perhaps is the 
fact that there is a different allocation of costs to power, and also 
that there is a $25 million flood-control fund that is being developed 
there. 

Mr. Vorx. I think so. 

Mr. Lipscoms. And being repaid. And also the Hoover Dam is 
paying interest on their money. 

Mr. Voix. That is right. 

Mrs. Grirrirus. All of the rest of them are paying interest too. 

Mr. Lrrscoms, No, 

Mrs. Grirrirus. Which ones are not? 

Mr. Vouk. I cannot answer that. 

Mrs. Grirrirus. I felt sure, as I listened, I gathered everyone was 
paying interest and paying off the dam itself. 

Mr. Voix. There are a good many of those projects where a great 
deal of money is being written off, with the result that the farmers 
are not able to carry the loan. 

Mrs. Grirrirus. The small ones? 

Mr. Voix. Some of them are quite substantial. 

Mrs. Grirrirus. Those are flood-control or irrigation dams? 

Mr. Votx. No. They are irrigation largely. 

Mrs. Grirrirus. But not the hydroelectric dams? 

Mr. Voix. Possibly not the hydroelectric dams. 

Mrs. GrirrirHs. Not those. 

Mr. Jones. Again thank you very much, Mr. Volk. 

That concludes the schedule of witnesses for today. Is thers any- 
one here who would like to file a statement? If not, the committee 
will stand adjourned until 10 o’clock tomorrow morning. _ 

(Whereupon, at 5:05 p. m. the hearing was adjourned until 10 a. m. 
the following day, Thursday, December 8, 1955.) 

70818—56—pt. 14-9 
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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 14—Los Angeles, Calif. 


THURSDAY, DECEMBER 8, 1955 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON WA'TER RESOURCES AND PoWER 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Los Angeles, Calif. 

The special subcommittee met, pursuant to adjournment, in room 
229, United States Post Office and Court House, 312 North Spring 
Street, Los Angeles, Calif., at 10 a. m., Hon. Robert E. Jones, Jr. 
(chairman of the special subcommittee) presiding. 

Members present: Representatives Jones, and Lipscomb of the sub- 
committee, and Representative Edgar Hiestand. 

Also present; William C. Wise, staff director; William L. Sturde- 
vant, staff member; and Robert Morris. 

Mr. Jones. The committee will come to order. 

We are pleased this morning to have as our first witness Congress- 
man Chet Holifield of your State of California. Congressman Holi- 
field, in my opinion, is one of the outstanding statesmen of this coun- 
try. It would be impossible for me in this short space of time to 
catalog the many accomplishments and to repeat to you the things that 
he has been able to accomplish in our National Legislature. He has 
served as a member of the Hoover Commission and was the author 
of the minority report on water resources and power. 

He has served on the Joint Committee of the House and Senate on 
Atomic Energy. There he has given of his time and devoted his great 
energies and great efforts to bringing about the orderly development 
and use of nuclear energy. Not only is he an accomplished legislator 
and a gracious gentleman, but the type of man we like to call friend. 
He certainly has not been provincial in his approach to legislative 
problems, but at all times has been devoted to the high principles of 
representing the Nation. 

It is a pleasure for us, Congressman Holifield, to have you here to 
give us firsthand your intimate knowledge of the Hoover Commis- 
sion’s report, its functions and its deliberations on water resources 
and power. 

Mr. Holifield. 

Mr. Liescoms. Mr. Chairman, I would like to say I am quite hon- 
onored, too, because Mr. Holifield is the chairman of another subcom- 
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mittee that I serve on, the Military Operations Subcommittee of the 
House Committee on Government Operations. It has been a privilege 
for me to work with him on that subcommittee. He is fair and impar- 
tial, and they really do a job that is worthy of the people of our Nation 
in seeking economy and efficiency in our military services. I am 
looking forward to his testimony also. : 


STATEMENT OF HON. CHET HOLIFIELD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Horirtetp. Thank you, Mr. Chairman and Mr. Lipscomb, for 
those kind remarks. 

Mr. Jonrs. We are also glad to have Congressman Hiestand with 
us today, and I hope you can be with us all day today. 

Mr. Hrestanp. Thank you. I will be with you as much as I can. 

Mr. Ho.irretp. Gentlemen, I have prepared what you might call 
a formal report, copies of which are available for the press and any- 
one who wishes them. Also, if time permits me, I anald like to make 
some additional remarks and include some additional material. 

I have 10 exhibits here which at some time during the course of my 
statement I will ask that the committee accept. 

I would also ask that after the committee has used them in such 
way as they desire during the next few months, that eventually they 
be returned to me, as some of them are original letters which I have 
no copies of. If that is impossible I would ask the privilege of having 
my secretary have access to them to copy them for my files later on, 
in order that my own files may be complete. 

Because of the shortness of time that I had to prepare for this 
meeting, I did not have time to have my staff make duplicates. 

Mr. Jones. Let me suggest that we make them a part of the record 
and you withhold them and have them transcribed and sent to the 
committee at a subsequent date. 

Mr. Ho utrrevp. That may be all right. However, I will submit 
them at this time for the committee to look at them, and possibly 
question me on them as I come to them. 

Mr. Jones. Yes, sir. 

Mr. Horirrecp. Chairman Jones, Mr. Lipscomb, and Mr. Hiestand, 
I am highly pleased that your subcommittee had the opportunity to 
visit the great State of California and particularly my own city of 
Los Angeles. The subject matter of your inquiry is, of course, one of 
vital concern to the people of southern California. 

It has become commonplace to say that water is the lifeblood of this 
area. To those of us in Congress who have struggled so hard to assure 
that southern California obtains its rightful share of Colorado River 
water supplies for the industrial and residential needs of a swiftly 
growing population, the statement is more than commonplace. It 
signifies a key issue of regional survival and growth, the resolution 
of which depends in large part on decisions by the Congress and the 
Supreme Court. 

ongressman Lipscomb, a member of your subcommittee, knows 
well why we place such emphasis on water and power development in 
southern California. And I know that you, Mr. Chairman, with your 
extensive legislative background in public works and resource develop- 
ment, and representing a district in the great TVA region, can well 
understand the problems that confront us in southern California. 
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The special purpose of this inquiry, as I understand it, is to examine 
the issues posed by the Hoover Commission Report on Water Re- 
sources and Power. 

The recommendations in the Hoover Commission report, while they 
are directed to changes in law and administration on a national seale, 
would have a serious impact on this part of the country, as they would 
elsewhere. According to the bizarre and distorted calculations in that 
report, the citizens of Los Angeles and other California communities 
have been given a subsidy by the Government of more than $100 
million in their electric bill. Interesting enough, these consumers of 
Hoover Dam power are alleged by the “Hoover Commission to have 
received the largest subsidy “of any group receiving power from a 
Federal project. 

My reasons for rejecting the Hoover Commission concept of power 
pricing are a matter of public record. As you know, I was one of two 
Members from the House of Representatives designated by the 
Speaker to serve on the Hoover Commission. In th at capacity, I 
wrote a dissenting report to the Hoover Commission Report on Water 
Resources and Power which is almost as le ngthy as the majority 
report. 

In responding to your kind invitation to appear here today, I be- 
lieve that I can be most helpful to the subcommittee by filling in 
certain background information relating to the Hoover Commission’s 
venture into this field. My analysis of the substantive findings and 
recommendations in the majority report of the Hoover Commission 
is detailed at length in my dissenting report. It is hardly necessary 
to recapitulate these published remarks, which are available to you, 
and which may have been adverted to, from time to time, in the testi- 
mony of various witnesses in previous hearings of your subcommittee. 
I hope that is not an overstatement. 

Mr. Jones. No, indeed. 

Mr. Ho.trrerp. In the course of my remarks here today, I will 
attempt to report accurately what took place in the early meetings of 
the Hoover Commission preparatory to the formation of its so-c alled 
Task Force on Water Resources and Power. While these deliberations 
of the Commission, at the time, were regarded as confidential, I see no 
reason now to refrain from a frank and publie discussion. 

The Commission itself, by the terms of its statute, no longer is offi- 
cially in existence. It spent $3 million of public funds in pursuing 
its studies. 'The Commission’s business, in other words, 1s public 
business, and I believe that this subcommittee and the public have a 
right to know everything connected with its activities. 

The background events, which I will recite, should enable the sub- 
committee to get a better understanding as to how and why the Com- 
mission and its task force arrived at the findings and recommenda- 
tions embadied in the Report on Water Resources and Power and 
also, incidentally, why I found it necessary to write such an extended 
and critical dissenting report. 

The question of bias in the work of the Hoover Commission was 
raised in my mind from the very outset. Unlike the first Hoover 
Commission, which by law was required to have equal representation 
of both political parties and which exercised some jurisdictional re- 
straint in determining its fields of investigation, the second Hoover 
Commission had a Republican majority and took upon itself to inquire 
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into any and all areas of public policy. My observations in the final 
report of the Hoover Commission, submitted to the Congress in June 
1955, touch upon the major deficiencies in the scope and methods of 
the second Hoover Commission. 

I would like to say: Not only was it not a nonpartisan Commission, 
having a 7 to 5 Republican majority, but although the law explicitly 
required the election of a Vice Chairman, no Vice Chairman was ever 
elected by this Commission. The deferment of an election of a Vice 
Chairman occurred at the request of former President Herbert Hoover, 
Chairman of the Commission. The first Hoover Commission had 
Mr. Dean Acheson as its Vice Chairman, which tended to preserve a 
balance in the direction of the committee. 

This committee, although the law required it to have a vice chair- 
man, never elected one and, therefore, the complete dictation of the 
policy of the committee rested in the hands of the chairman of the 
committee, without any assistance or consultation with the vice 
chairman. 

The reports of the first Hoover Commission were peppered with 
numerous dissents. Mr. Hoover apparently was encouraged to seek a 
less argumentative membership in the second Commission. In a letter 
dated June 4, 1953, to Mrs. Harden, chairman of the Intergovern- 
mental Relations Subcommittee, transmitted in lieu of testimony on 
Government competition with private enterprise, Mr. Hoover referred 
to the fact that the first Commission was among other things “further 
handicapped by divided views among the members of the Commission” 
(Investigation into Commercial and Industrial Activities in the Fed- 
eral Government, 83d Cong., 1st sess., pt. 1, p. 4). The inference is 
permissible that he sought to avoid this handicap in the second Com- 
mission. 

It is clear too from that letter to Mrs. Harden that a Commission 
investigation of water resources and power loomed large in Mr. 
Hoover’s mind. To amplify his views conveyed to the Harden sub- 
committee that the Federal Government was excessively engaged in 
business activities competitive with private enterprise, Mr. Hoover 
submitted a speech on Federal Socialization of Electric Power de- 
livered at the Case Institute of Technology, Cleveland, Ohio, April 
11, 1953. There he argued for a halt to further construction of Fed- 
eral steam plants or hydroelectric plants solely for pone, a halt to 
new multiple-purpose projects unless the power were leased to private 
utilities at the bus bar, and the establishment of a temporary commis- 
sion to make recommendations looking to the withdrawal of the Fed- 
eral Government as soon as possible from the business of generating 
and distributing power. Since the second Hoover Commission was 
created just about that time, presumably Mr. Hoover intended his 
Commission to take over that task. 

Subsequent developments bore out that presumption. The Task 
Force on Water Resources and Power was the largest single project 
of the second Hoover Commission. That task force had the most 
members, the largest staff, the largest travel expenditures, and the larg- 
est allocation of task force funds. In the final accounting, I believe 
that the Task Force on Water Resources and Power expended close to 
half a million dollars. The next largest task force outlay, by way of 
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comparison, was that for the Task Force on Procurement, which ex- 
pended approximately a quarter of a million dollars, and whose find- 
ings, apparently, were so unsatisfactory that they never were em- 
bodied in a report by the Commission proper, although the findings 
of the Task Force on Procurement were never submitted to the Com- 
mission as a whole for a vote as to whether they should be printed or 
not. 

At the very first meeting of the Hoover Commission on September 
29, 1953, Mr. Hoover insisted upon, and obtained, the privilege of se- 
lecting or approving the membership of the various task forces which 
were established to conduct investigations and studies for the Commis- 
sion. My separate statement in the final report of the Hoover Com- 
mission draws attention to the limitations of the task force method 
of making such studies. 

The task force approach, as formulated and effected by Mr. Hoover, 
has its positive and negative aspects. On the one hand, it enables the 
Commission Chairman to assemble prominent business and profes- 
sional men in special committees, many of whom serve without pay 
and give generously of their time. On the other hand, it constitutes 
a delegation of the Commission’s fact-finding responsibilities to out- 
side groups who owe their appointment solely to the Chairman, who 
can be expected to accord with his views, who determine the scope of 
their inquiry without Commission approval, and who control the 
whole fact-finding process until the Commission is presented with a 
fait accompli in the form of bulky volumes of studies. 

I might say in the last days of the Hoover Commission we were pre- 
sented with these three documents which represent close to 2,000 pages 
of study by the task force, and we were supposed to digest, as indi- 
vidual Congressmen and members of the Commission, in addition to 
our regular duties as Congressmen, we were supposed to digest this 
and come up with an answer to it. I was allowed to have one admin- 
istrative assistant and one secretary. This was the result of months 
of study by close to 100 task force employees and task force members, 
with tremendous additional help from the private utility corporations. 

Mr. Jones. Does that include the testimony taken by the task force? 

Mr. Ho rtrrevp. It does not. 

Mr. Jones. How many pages of testimony that have not been pub- 
lished were taken by the task force? Do you recall? 

Mr. Hortrrevp. I cannot give you that because we were never given 
access to it. 

Mr. Jonzs. Was it something in excess of 5,000 pages ? 

Mr. Houirrerp. Possibly. 

Mr. Jones. So you had the testimony and then the documentation 
of all the material that was to serve as a basis for any conclusion that 
the Commission itself could make a finding on ? 

Mr. Hortrtetp. That is right. Also remember that this task force 
was only one of about 20 task forces that had as the scope of their study 
the entire operation of the Federal Government. So not only did we 
have to study this, but we also had to study the task force reports from 
many other task force groups, and much of it was done concurrently. 
We had several task force studies on our hands at one time, with time 
limitations which prohibited us from studying them as we should have 
studied them. 
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It is interesting to note that the Commission was in session for a 
period of 45 minutes in their consideration of the majority opinion on 
this. The majority opinion was written on this 

Mr. Jones. How long? 

Mr. Howirretp. We were in session less than an hour to come to a 
conclusion on this. Of course, the vote was cut and dried beforehand, 
and with 1 complete dissent on my part and 2 minor dissents on the 
part of Mr. Brownell, the Attorney General, and Mr. Flemming, the 
head of the Office of Defense Mobilization, and also on the part of 
Mr. Farley, who was one of the members of the Commission. The 
rest of the Commissioners voted unanimously for the majority report, 
with the exception of those dissents. 

Mr. Jones. Why did you all waste so much time in executive session 
then? You mean it took 45 minutes for the adoption of all 15 recom- 
mendations ? 

Mr. Houirtetp. That is right. 

Mr. Jones. That covered every activity of the Federal Government 
in its relationship to the States and the water resource development 
program as it affects every phase of it throughout the country ! 

Mr. Houtrrexip. As I go along you will find out why this was a cut 
and dried program. It was a correlation of information, as I will 
bring out in some of my criticism, for a specific purpose, and the 
Commission had the votes to put it through; and they put it through. 

Mr. Liescoms. May I ask a question ? 

Mr. Jones. Yes. 

Mr. Lirscoms. Congressman Holifield, was this the rule of the 
Commission or did you have more time to spend on other reports that 
were submitted to you ¢ 

Mr. Hoxirretp. On some reports we spent quite a bit more time. 
On some reports we were in session I would say as much as 5 hours— 
reports that were in my opinion much less important than this particu- 
lar report. 

Mr. Liescoms. Would the task force turn over their papers to thie 
Commission members much in advance ? 

Mr. Horirterp. In some instances we had them in advance a matter 
of 2 weeks, or something like that. That would be the task force study. 

As I say, sometimes during that 2- or even 3-week period we might 
have several different task force reports. In other words, this would 
be multiplied and the volume would be such that if a person sat down 
to try even to read them it would be impossible. It would be abso- 
lutely impossible from the time element alone. 

I bring this matter up because I think it is pertinent. In my final 
report to the Congress, which I will not burden the committee with 
this morning, but which is available for the people who wish to go into 
this matter, I make an indictment against general commissions study- 
ing general subjects and presenting to inexpert people the results of 
their studies and then requiring inexpert people to come to conclusions 
to advise the Congress. 

I want to be very clear on that point. I am not against commissions. 
If the Congress in its wisdom—and it has done it many times with 
profit to itself—wishes to authorize the appointment of a commission 
of experts, let us say a commission of scientists, to investigate and 
study a particular scientific problem and then come back to the Con- 
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gress with recommendations in a specific field, a field which has been 
studied by experts in that field, then I think you have something which 
is of value to the Congress and which has been proven as Vi aluable to 
the Congress. But unless you are very careful when you pull from 
varied ba ackgrounds of exper ience and attitudes of philosophy a group 
of men and then put upon them the impossible task of studying every 
facet of this tremendously complicated Government of ours, you place 
upon them in the first place an impossib le task; and, in the second 
place, their recommendations are more likely to be matters of personal 
opinion drawn from their own backgroui id of convictions and expe- 
rience, rather than expert opinion drawn from an expert background 
of opinion. So their recommendations must be considered in this 
light: That they are inexpert recommendations coming from men of 
difierent philosophies, but not necessarily expert in all of the fields 
which we tried to cover. 

This is the point where I criticized the Congress in that it seemed 
to me that the Congress was delegati ng its responsibilities and its 
duties to men who were not accountable to the electorate. We as 
Members of Congress are accountable to the electorate every 2 years. 
We are responsible for the recommendations we make and the votes 
we make on the floor. How often we have found that to be true as 
we go home to our constituents. But these men are not responsible to 
the electorate and they can make any kind of recommendation they 
want to make, and they suffer no penalty and no question as a result 
of their recommendations, because when the Commission is over they 
go back to the Coca-Cola Co. or the Jones & Laughlin Steel Co. and 
pursue their regular duties. 

Mr. Jones. It seems to me that the Commission missed the boat 
when they failed to be objective. The report offers no corrective 
measures except to cast doubt upon the work of the agencies and the 
bureaus charged with responsibilities. Such things as creating boards 
without going further so as to define and clear the responsibility puts 
the whole issue in doubt and keeps the Damocles sword sus spended in 
midair. The whole report, it seems to me, fails to obtain the clear and 
concise recommendations that would cure the very thing they object to. 

They say that there is inefficiency, but they do not suggest how that 
can be improved. Then it becomes a question of politics. “Are you 
for economy? Then you certainly should be for the report, regardless 
of its future effect upon the development of water resources.” 

The issues are not cle arly drawn in the people’s minds. You have a 
tried and pee method of a tried and proven agency that in the main 
has been successful. Then it is cast in doubt, and the issue is made 
as to the work of that agency on the basis of economy and efficiency. 
That is the proposition that the people are faced with. It is unfortu- 
nate that the people do not have an opportunity nor the time to examine 
the details, and the many details, of the work of an agency with the 
engineering data and functions that many of these agencies have. 

Mr. Hiestanp. May I ask a question at this point ? 

Mr. Houirreip. Yes, sir. 

Mr. Hirstanp. Mr. Holifield, you no doubt were familiar with 
the personnel of the task force, that is, this particular task force? 

Mr. Horirtevp. I had never met any of them personally. I know 


their names and I had a rundown made on these gentlemen, on most 
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of them. I did not have the time to have a rundown on all of them. 

As one of my exhibits I have the biographies of quite a number of 
these men, and their backgrounds. To me they are just names, as far 
as individuals are concerned. 

Mr. Hiestanp. Would you go so far as to say they do not qualify 
as experts? 

Mr. Horirtetp. I would go so far as to say that they do not qualify 
as experts. 

Mr. Hiestanp. In this field? 

Mr. Ho.irrevp. In this field. Yes. That all of them do not qualify 
as experts. 

Mr. Htestanp. Would you say that most of them do not qualify as 
experts ? 

Mr. Houtrrerp. I would say that most of them have some knowledge 
of the subject in this field. Weare speaking of the task force ? 

Mr. Hrestanp. That is correct. 

Mr. Houtrrevp. And not the Commission. They have some knowl- 
edge in this field. Some of them are engineers. [ think about 13 of 
them were engineers. These men knew how to build dams; they knew 
how to build penstocks for generating plants, but that did not make 
them an expert in the field of policy, as to whether those dams should 
be owned by the public or private utilities. Their expertness was not 
called into play in their consideration. They did not consider engi- 
neering problems. They considered policy which pertained to engi- 
neering structures. 

The same was true of the utility lawyers. When I say that, they 
are lawyers who had worked for the great utility corporations. They 
were legal experts, but that did not make them experts in the field of 
deciding whether the Hoover Dam should be owned by the Federal 
Government, the city of Los Angeles, or the Southern California 
Edison Co.; and these were the problems to which they brought their 
minds to play upon, and not in the field in which they were expert. 

Mr. Hrestanp. Were there representatives of publicly owned utili- 
ties there? 

Mr. Hortrrmetp. There was one representative, as I understand, who 
had formerly been with the Los Angeles water and power department. 

Mr. Hrestanp. Thank you. 

Mr. Houtrtevp. I will have to look and see. 

Mr. Lrescoms. Mr. Holifield, I am very interested in your statement 
about commissions and advisory boards. But at least the study that 
this committee has made of the Hoover Commission’s reports has led 
me almost to come to the conclusion that we do need a national water 
resource policy of some type, or at least a good, long look at it. Is it 
your feelings that this should be done by a congressional committee 
and, if so, should the congressional committee then build up its staff 
in order to make the study which you feel would be adequate? 

Mr. Ho.trrevp. That is in round terms my position. The Congress 
of the United States, speaking of the House of Representatives, and 
the Senate, are elected by the people of the United States to set policy 
in the national field. They are responsible for setting that policy. 
They have in too many instances been inadequately staffed in their 
committees, and they have in too many instances, I think, abdicated 
part of their responsibility. 
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I might say that I have been party to that, to be perfectly honest 
with the committee. The reason why I have been party to it has been 
that I felt that as long as the Congress had not equipped itself ade- 
quately—and many times I have asked our staffs be enlarged in our 
committees—the next best thing to do would be to get an appropria- 
tion which would allow us to bring expert knowledge together and 
compile expert knowledge on those subjects. In those instances where 
expert knowledge has been correlated on specific subjects, as I have 
said before, I think it has been of value to the Congress. 

I would much prefer the suggestion which you have made, that 
the congressional committees themselves build up their staffs rather 
than to depend upon temporary staffs built up at the whim of one 
individual or a group of individuals not responsible to the electorate. 

Mr. Lipscoms. Of course, in a problem such as we are looking into, 
besides the very vital need for a national water resource policy or in 
regard to any change, we come into a very different philosophy, that is, 
of political philosophy on both sides. 

Mr. Honirrevp. That is right. 

Mr. Lipscoms. That is why in my opinion it is hard to develop the 
staff of an advisory committee like this without having either one 
side or the other biased. 

Mr. Horirretp. That is true to a certain extent, but here is what 
you are up against. Here is the protection which you have. A 
congressional committee is composed of majority and minority mem- 
bers. The Reorganization Act of 1946 gives permanent places on the 
staff to a minority staff member, as you know. When the political 
control changes in the Congress, that has been as a result of the 
people speaking, saying that they approve certain policies; rightly 
or wrongly, they approve them. It shifts to the party in power. The 

arty in power at that time has the privilege of appointing the ma- 
jority of the staff members, but the minority is protected, and I shall 
show as I go along that the minority viewpoint was not protected 
in this whole report, which is different. 

I say that because there is one thing you can say about the Congress 
of the United States—we will not stand for unfairness. The minute 
you go on to the floor of the House with an unfair report—a report 
in which the minority was denied a voice—you kill it as far as the 
Congress of the United States is concerned. Only in very rare cases 
will men on both sides of that aisle subscribe to unfairness. 

That does not mean they cannot differ on broad policy. They do, 
but they differ honorably; they differ always giving the minority 
the right to state its viewpoint. But once that viewpoint is stated, 
they can vote it down. 

Mr. Liescoms. One further thing I would like to state as far as this 
subecommittee’s operation is concerned. The Hoover Commission re- 
ports were submitted to the Congress and then to this subcommittee. 
Now this subcommittee has gone throughout the country getting the 
opinions of the grassroots people on this particular report. I think it 
has served a purpose in focusing attention on the problem that exists 
throughout the Nation. 

Now if Congress will also take advantage of the Kestnbaum report 
on intergovernmental relationships and the report of the President’s 
Advisory Committee on Water Resources Policy when the Presidential 
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Committee puts out its report—it seems to me if Congress will take 
advantage of all those, taking into consideration the background 
behind all of the reports—perhaps we can in the near future come 
out with some very valid basis for legislation which will help our 
Nation as a whole. Maybe that will be one of the fine things that 
will come out of it. I do not feel all of it is lost. 

Mr. Hoxirevp. I think there is a lot of good. I would say there 
is a tremendous amount of pertinent information in this task force 
study. As I say, it will be looked upon as a research source for years 
to come. My only complaint about it is that out of the 26-man task 
force there was no person on there representing the public power 
philosophy. 

I am going to go into this in just a few minutes later on. I do not 
want to go into it right now. 

I happen to be, and my district happens to be, about evenly divided 
between the service of the Los Angeles Water & Power, which is a 
municipally owned publicly owned nonprofit institution ; and the other 
part of my district is served by the Southern California Edison Co. 
In both of those areas the people are getting good service, and they 
both get the bulk of their power from the Hoover Dam, which is a 
federally built project. I am not here to destroy the principle of the 
Southern California Edison Co. Nor am I here to destroy the prin- 
ciple of the Los Angeles Water and Power Department. I believe that 
both have a place in our society, and I will get to that in a few minutes. 

I had just mentioned the fact that this tremendous amount of source 
material had been given to us, and I said it was impossible for an 
individual Commissioner, presented with the results of a year or more 
of study by a task force, to check on the accuracy of the findings or 
make up for the omissions. If the findings of the task force some- 
times seemed absurd or impracticable, it was too late to start another 
inquiry in the closing days of the Commission’s work. 

The cursory nature of some of the Commission reports and their 
uneven quality are due in part to the need for drastic last-minute re- 
visions by the Commission members sitting around the table. 

The task force on water resources and power made some recom- 
mendations that were absurd or impracticable, but its work was not 
exactly cursory, since it comprised 3 volumes, including task group 
and special studies, which aggregated some 1,800 pages. What 1s the 
more remarkable, this huge enterprise of investigation yielded prac- 
tically no new ideas, although it dusted off many that were dormant 
or in disuse, or had been turned down by the Congress over the period 
of the last 100 years, I might say. 

I would say that for the most part the findings of this task force 
were so naked in their giveaway features that the Commission report, 
drafted by the chairman and others, had to reach for cover in at least a 
few vital spots. 

Lest I confuse, f am differentiating between the task force report to 
the Commission and the report of the Commission to the Congress and 
the people. I say that the majority of the Hoover Commission did 
not have the guts to go along with the majority recommendations of the 


task force—they were so bad. They took a lot of them out, all right, 


and went along with them, but some of them they did not have the 
guts to go along with. 
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Some of these differences between the task force and Commission 
recommendations are noted in my dissenting report. Therein it is 
noted also that it would take another t ask force just to sift out these 
differences, to check on the accuracy of the material, and to evaluate 
the total worth of that endeavor. This subcommittee may be in a 
position to perform that task, but I doubt if you have the staff to do it. 

I have demonstrated in my dissenting report, I believe, that the 
task force on water resources and power was far from objective in 
its study. This lack of objectivity is an attribute not limited to that 
particular task force. An examination of the Hoover Commission 
studies generally will show that the sharp ax of industrial or occupa- 
tional self-interest cuts a wide swath through the task force’s work. 

The task force doctors, studying the organization of Government 
medical services, wanted to reduce such services and the number of 
beneficiaries entitled to them. The task force lawyers, studying the 
organization of Government legal services, wanted to turn the admin- 
istrative agencies into courts and to formalize the legal machinery. 
The task force engineers, studying the Government organization of 
water works and resource development, wanted an engineering board 
to screen all projects coming before the Congress. 

This is how ridiculous they got. They wanted to set up and recom- 
mend setting up an engineering board to screen in advance the projects 
which the people of our districts want to be presented to the Congress 
for consideration. 

Mr. Jones. Mr. Miller, a member of the task force, testifying before 
the committee in Denver, in referring to that section setting up that 
board, said it would be perfunctory and have no authority either to 
accept or reject. So if it had no power to accept or reject projects 
proposed to it, of what use and benefit would it be? All we get now 
is comments by the agencies. 

Mr. Honrrtexp. I think Mr. Miller would have to say that, because 
unfortunately the Constitution did not set up an engineering board 
to prescribe or screen out for the Members of Congress the works 
that they approved of, and the works that we should consider in our 
deliberations. There is an appalling gap in the Constitution on that 
point, but the Hoover Commission and its task force would undoubt- 
edly try to fill that. 

The task force bankers and businessmen, studying the lending func- 
tions and other business-type operations of the Gover nment, wanted 
the Government to withdraw in favor of private enterprise. 

They wanted to put it on a dollars and cents basis, not realizing that 
the function of government goes beyond dollars and cents and goes 
to the social aims and aspirations and needs of the people. In other 
words, they wanted no more GI loans at 4 percent; they wanted no 
more low-interest loans to rural cooperatives. They said so in their 
studies. They wanted the GI’s who fought the war to come back and 
be at the mercy of a private financial institution. They wanted the 
rural cooperatives to have to go first to the loca] banker and get their 
money at a going rate of interest to perform a cooperative function 
which in the main part the private utilities and the private banks had 
turned down because it was not a profitable operation. 

In other words, they wanted to deny the people the services of 
Government except on the terms of private finance charges. 
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The task force railroad men, studying transportation problems, abl 
wanted the Government to relinquish its bargaining privileges for lap 
special rates and proposed that waterways competing with the rail- Pre 
roads levy tolls. lati 

As you know, the Government shipped something like $1 billion wh: 
worth of men and material a year. They would pay $1 billion in age 
round numbers to transportation companies. They wanted to take E 
away from the Government the privileges under section 22, is it not, The 
Mr. Chairman—nevertheless, it is a certain section of the Code which whe 
gives to the Government the right to say to a shipper, “Here we are istr 
shipping many millions of tons of material, and we deserve a special the 
rate.” This is something that goes on in private industry every day. gett 

Mr. Lirscoms. This might be a question you could not answer av 
because of the policy of the Commission, but when they have a policy, his 
as we believe it to be, for economy and efficiency in Government, are that 
they obligated to make a recommendation like that because that would any 
have been to the benefit of Government economy and efliciency, or pra 
does that go beyond the policy they were allowed to go into? use: 

Mr. Houtrrexp. This is a pertinent question, but it is a complicated to k 
one. The act authorizing the first Hoover Commission specified that a 
the study should be made on the organization of the Government with I 
a view to recommendations that would increase the efficiency of the and 
Government’s operation, and would eventuate in economies. The sec- dou 
ond Hoover Commission Authorization Act had within it language kno 


\ 


which also—and I repeat this in a separate treatment which is one of 
Lav 


the exhibits I will give you—but it had language in it which was con- 


strued as allowing this Commission to go into the field of policy. tha: 

In the debate as to how far the Commission should go, [ maintain Tn 
that if the Commission confined itself to a study of economical and Go} 
efficient operation of Government, improving the organizational struc- tha, 


VeCY 


ture, as did the first Hoover Commission, then they would be making a G 
rO* 


specialized study. While they would be studying different Cabinet 


departments, yet the same principle of sharpening your line of au- \ 
thority from the top down, the same principle of eliminating over- dee: 
lapping and duplicating services in an agency or between agencies, eX 
could be applied to each one of the agencies and departments of vac 
Government, opn 

But as we got into the field of policy, even though some say the act it W 
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gave us the right to do it, then my thought and my position was that we 
got into the field of making decisions which under the Constitution 
should be made by representatives of the people elected by a majority 
of the people and accountable to the people. It was on this point of 
difference that I became a minority dissenter and the majority decided 
to go along and go into the fields of policy. 

The first Hoover Commission—and I think I know as much about 
it as any Member of Congress because for 4 years I was the chairman 
of the Subcommittee on Reorganization of the Government, and for 4 
years I studied the first Hoover Commission’s recommendations, and 
I handled the 45 Presidential Reorganization Plans, of which 39 
became law, and I fought for every one of those on the floor of the 
House against both Republican and Democratic opposition because I 
could see that the streamlining of responsibility from the man at the 
top down through his subordinates was desirable. I could see that 
the eliminating of overlapping functions within an agency was clesir- 
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able. I could see that the elimination between agencies of these over- 
lapping functions was desirable. That is why I fought for the 45 
Presidential Reorganization Plans, and many, many pieces of legis- 
lation, such as the General Services Administration, Public Law 152, 
which put the housekeeping function of the Government into one 
agency and took it away from many agencies. 

But we were engaged in that Commission in or ganizational studies. 
The minute we got over into not was the TVA working perfectly, but 
whether we should have a TVA or not; not was the V eterans’ Admin- 
istration working economically and efliciently, but should we give 
the veteran 100 percent disability or 50 percent disability, we were 
getting out of our field. There was a great deal of to-do about giving 
a veteran a large disability because he had lost his great toe on one of 
his feet. A great deal of ridicule was made of the amount of money 
that was given to a veteran who had had his great toe shot off. But 
any doctor will tell you that, with the great toe gone, a man’s foot is 
practically useless. The strength and direction of his foot and the 
useful value of his foot is pr ractically gone. But because it happened 
to be only one toe, a great deal of capital was made of that fact, as an 
example. 

This shows when you get into the field of policy, and you are inexpert 
and you get into an expert field, you just do not know what you are 
doing. This is what h: ippened time and time again. They did not 
know what they were doing. 

Mr. Lirscoms. Then the recommendations they have submitted may 
have brought economy, but they went into the field of policy—a policy 
that Congress had set up in previous years / 

Mr. Hoxirieip. Some of them m ay have brought economy to th 
Government, and others would not. For instance, the recommend: ina 
that the Government be denied the right to m: - advantageous rates, 
because oi the tonnage that it was ‘shippi ing, would have cost the 
Government more. 

Mr. Jones. I do not know of a single reconimendation that would 
decrease the cost of Government in this majority recommendation, 
except that if all these recommendations were to become law it would 
vacate the Federal Government from the field of water resource devel- 
opment, and if that is the purpose of efficiency and economy [ think 
it would be accomplished. 

Mr. Ho.irre.p. I cannot agree with you 100 percent, Mr. Chairman. 
[ will say, if many of the recommendations were carried out, that the 
cost of government would be smaller; for instance, if we would elimi- 
nate all of the veterans’ hospitals. 

Mr. Jones. I am talking spas this recommendation concerning 
water resources and power. I do not mean the others because I am 
not familiar with them. But I am referring to these 15 recommenda- 
tions. 

Mr. Houtrrexp. I am inclined to agree with you on that. 

Mr. Jones. For instance, the elimination of transmission lines. 
That means that the Federal Government cannot sell its energy pro- 
duced at hydroelectric sites for the greatest amount of money. If you 

take away the right of the F ederal Government to make orderly dis- 
position and economical disposition of the energy that is produc ed and 
you decrease the value of the energy, then how is the Federal Govern- 
ment going to fare on repayment of the project ? 
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Mr. Horirrevp. It certainly removes the Federal Government from 
seat of control and puts it on the basis of a negotiating party on the 
issue. It takes away its power, as you say, to control the price of its 
own product. 

Mr. Jonss. Of course. 

Mr. Houirretp. Now, to continue. 

The task force food and clothing manufacturers, studying the sub- 
sistence and other supply services of the military and civilian agencies, 
wanted to do away with competitive bidding in these lines. 

I could not understand that, because competitive bidding—and this 
is their reeommendation—competitive bidding is the one way that the 
Government has to protect itself against overcharging by suppliers 
and to preserve competition in the marketplace between the suppliers. 
Yet they wanted to do away with it. It would have been of great help 
to the clothing manufacturers and food suppliers not to have to bid 
competitively. 

I want it to be understood that this is said not in any invidious sense, 
or as a personal reflection on any individual, but merely to indicate 
that the task forces were not broadly representative and consequently 
not very well qualified as a group to make findings in official Govern- 
ment studies financed with public funds. 

It would have been far preferable to utilize a professional staff hired 
directly by the Commission and organized into specific working 
groups. In that way more could have been accomplished with much 
less expenditure of funds, with less uneven and slipshod investiga- 
tive work, and with a more direct formulation of findings by the Com- 
mission members themselves, as contemplated by the Congress which 
authorized their appointment. 

In view of your subcommittee’s particular field of inquiry, I will 
discuss more specifically the composition of the Task Force on Water 
Resources and Power. 

At the second meeting of the Hoover Commission on November 16, 
1953, I questioned the makeup of this task force, maintaining that it 
was loaded in favor of private power interests. In the course of the 
ensuing discussion, I proposed that it be made more broadly repre- 
sentative in character, to include several members reflecting public 
power views and interested in broad regional development. Although 
my legislative work and the power needs of my home district had not 
involved me directly in public versus private power controversies, I 
thought it only fair that both sides be represented to insure a measure 
of balance and an adjustment of contrasting views in the study being 
made for the Commission. 

Chairman Hoover opposed my suggestion, stating that it was im- 
practicable for the task force to undertake to reflect all the differing 
regional, economic, or political views. He suggested that these views 
could be conveyed to the task force in public hearings. 

Since the task force had been tentatively divided into five subcom- 
mittees or task groups, I made a motion at the November 1953 meet- 
ing that 5 members representing the public power viewpoint be added 
to the 25 task force members already selected by Mr. Hoover, 1 each 
of the 5 to serve on one of the subcommittees. 

Extensive debate followed on my proposal. Chairman Hoover 
stated that as far as he was concerned, the task force was complete. 
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He pointed out that the privilege of designating the task force mem- 
bership had been granted to him at the first Commission meeting, 
and even where additional members were suggested by Commissioners, 
final decision rested with him. 

Two or three Commissioners agreed with my objectives. Senator 
John McClellan, for example, said that he wanted more time to ex- 
amine the background of those persons comprising the task force, 
and he expressed the desire to see a well-balanced group. ‘Thereupon 
I agreed to withdraw my motion for five additional members with 
the understanding that the motion could be resubmitted at the next 
meeting. 

In preparation for the next meeting, I undertook to document in a 
written memorandum my position concerning the one-sided nature of 
the Task Force on Water Resources and Power. I shall submit this 
memorandum (exhibit 1) to the subcommittee for your information, 
but keep in mind that it was prepared rather hastily and is in no sense 
complete. 

Mr. Jones. Without objection, the exhibit will be made a part of the 
record at this point. 

(The exhibit is as follows :) 


ExHIsit 1 


MEMORANDUM 
JANUARY 11, 1954. 
To: Commissioners. 
From: Chet Holifield. 
Subject: Task Force on Water Resources and Power. 

In view of Commissioner McClel!an’s request at the November 16 meeting that 
my motion to add 5 members to the task force be deferred pending further study, 
I shall state again my position and present such background information as I 
have. 

My position is that the task force as now constituted is not sufficiently rep- 
resentative of the several viewpoints in this controversial area to insure an 
objective and unbiased study. Absent are persons reflecting public power views 
or favorably disposed toward broad regional programs like the TVA which em- 
phasize the many interrelated factors and values of river basin development. 

To expedite the work of the Commission, we have left the selection of task 
force members to the chairman, reserving the privilege of naming additional 
members. It would be awkward for the Commissioners to examine the composi- 
tion of each and every task force, comprising in the aggregate well over 100 
persons. Obviously it is impractical, as the chairman says, to see that every 
interest group or region is represented in the many fields of inquiry. However, 
water resources and power fall into a particularly sensitive area of national 
concern and so intimately affect the country’s future welfare that I believe this 
subject deserves further discussion. 

An unsigned memorandum which was distributed to Commissioners, presum- 
ably with the chairman’s approval, sets forth General Program and Procedure 
for the Task Force on Water Resources and Power. This memorandum avers 
that “It is not the function of this task force to resolve ideological or political 
controversies.” As the Commissioners well know, and as the debates in Congress 
plainly show, almost every aspect of water resources and power has been the 
subject of sharp political controversy. If it is not the function of the task force 
to “resolve” such controversies, then I would suppose that it is neither the func- 
tion of the task force to take sides in them. 

Since the above-mentioned memorandum on “general program and procedure” 
purports to interpret the law and the intent of Congress in creating the second 
Hoover Commission, a few observations on that subject are in order. I shall 
submit them in a separate memorandum. 

The sense of the discussion at the last meeting, as I understand it, was that 
further inquiry should be made to determine whether members of the task force 
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had committed themselves to publicly stated views on controversial issues con- 
cerning water resources and power. In noting such statements I do not mean 
to impute any sinister motive nor to reflect on anyone’s personal integrity. Each 
bas a right to his views. All I maintain is that several other important view- 
points should be represented, whether I personally agree with them or not, to 
set a more balanced study. I believe that my proposal, if adopted, would tend 
to increase public confidence in the Commission’s recommendations. 


ENGINEER MEMBERS OF TASK FORCE 


The engineer members comprise the largest single group serving on the task 
force. Commissioner Hollister’s memorandum dated November 25, 1953, pre- 
pared at the chairman’s request, lists 10 engineer members classified in several 
categories. Nine of these ten also served on “task committees” of a so-called 
action panel of the engineers joint council, to formulate what they considered 
to be Principles of a Sound National Water Policy. Each one of them has put 
his name to statements recommending specific policies in the field to which he 
was assigned. Following are the names and assignments of these engineer mem- 
bers in connection with their studies for the engineers joint council: 

W. W. Horner, chairman of National Water Policy Panel. 

Julian Hinds, member of Coordinating Committee and of Task Committee 
No. 4, Irrigation. 

F. H. Newnam, Jr., member of Task Committee No. 2, Flood Control (Includ- 
ing Water Flow Retardation). 

C. H. Brown, chairman of Task Committee No. 3, Navigation and Inland Water 
Transportation. . 

L. V. Murrow, member of Task Committee No. 3, Navigation and Inland Water 
Transportation. 

R. J. Tipton, member of Task Committee No. 4, Irrigation. 

A. B. Roberts, member of Task Committee No. 5, Hydroelectric Power. 

W. D. Shannon, member of Task Committee No. 5, Hydroelectric Power. 

Malcolm Pirnie, member of Task Committee No. 9, Policies of General Applica- 
bility. 

The complete roster of the task committees and the text of their statements 
are contained in the report, Principles of a Sound National Water Policy, pre- 
pared under the auspices of The National Water Policy Panel of the Engineers 
Joint Council, July 1951. 

The Action Panel of the Engineers Joint Council established these “task com- 
mittees” in order to prepare “specific proposals for a desirable revision of 
national water policy” and to present them on behalf of the council to the 
President’s Water Resources Policy Commission, established in 1950 (Principles 
of a Sound National Water Policy, p. 5). 

When the report of the President’s Commission was completed, the task com- 
mittees were instructed by the EJC panel to review it. The panel thereafter 
reported : 

There was a unanimous finding that, while certain recommendations of 
the President’s commission were acceptable, nevertheless the underlying 
philosophy of this report was so radically different from that expressed in 
our June 1950 statement that the 2 documents are in general incompatible. 
(Tbid., p. 6). 

The above-quoted statement leaves no doubt that the recommendations of the 
engineers joint council reflect a point of view and are not limited solely to 
engineering or technical questions. The bulk of the council’s report comprises 
the separate reports of the task committees, but it is stated in regard thereto: 

While there are differences in the visualization of application of principles 
as between these various reports, such differences relate primarily to matters 
of detail. In the opinion of the panel, the nine separate committees are 
unanimously in accord with regard to all fundamentals. (Jbid., p. 7.) 

The unanimity of the various committees on basic principles was reiterated 
by representatives of the engineers joint council before a subcommittee of the 
House Committee on Public Works. Three council members appeared in order 
to present the report on the national water policy study. 

In the course of this testimony they expressed views in favor of private as 
against Federal public development of power projects ; for example, development 
of the Hells Canyon site by the Idaho Power Co. rather than by the Bureau of 
Reclamation. Thus F. W. Scheidenhelm, who served as chairman of Task Com- 
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mittee No. 5, Hydroelectric Power, and as a member of Task Committee No. 9, 
Policies of General Applicability, testified in reply to a question about Hells 
Canyon: 

Now, in general, so far as the engineers joint council’s recommendations 
are concerned, they would lean toward opportunity for the private develop- 
ment, wherever that is possible. Not because of the facts in that particular 
case—and I am not sure that I know all the facts in that case—but, in 
principle, unless there is very good reason to the contrary, the recommenda- 
tion would be for private development. (Hearings No. 82-17, Subcommittee 
To Study Civil Works, House Committee on Public Works, 82d Cong., 2d 
sess., pt. 3, p. 548). 

Another witness for the Joint Council testified similarly : 

Mr. DoNpDERO. What reason can you give, if any, as to why the Federal 
Government should insist upon the development of a project which could be 
done locally by a municipality, or by a private company, or by private 
investment? Take Hells Canyon, for example. For what reason, if any, 
should the Federal Government take priority over all others and deny them 
the right to develop water power? 

Mr. WHITMAN. We do not think they should. (J/bid., p. 549.) 

Colonel Scheidenheilm, who appeared as a key witness for the engineers joint 
council, has vigorously defended the position of privately owned power com- 
panies in other committee hearings. Thus, during the 80th Congress he made 
at least three separate appearances before the same committee in support of legis- 
lation to compel bus bar sales of Federal power. Although he appeared for 
himself, he listed as one of his clients the American Gas & Electric Co. 
(Hearings No. 11, House Committee on Public Works, 80th Cong., 1st sess., p. 480. 
His complete testimony is set forth at pp. 33 ff., 468 ff., and 542 ff.) 

During the 1949 hearings on flood control legislation, Colonel Scheidenhelm 
appeared in behaif of the Appalachian Electric Power Co., an operating sub- 
sidiary of American Gas & Electric Co., to oppose Federal power development 
in the Smith Mountain area. (Hearings No. 81-5, House Committee on Public 
Works, 81st Cong., Ist sess., p. 173 ff.) 

I now discuss in greater detail the two members of our task force subgroup 
on power who served in a similar capacity with the engineers joint council. 


A. B. ROBERTS 


Mr. Koberts served under the chairmanship of Colonel Scheidenhelm on Task 
Committee No. 5, Hydroelectric Power, for the Engineers Joint Council, and is 
now the chairman of our Commission’s Task Group—A, Power Generation and 
Distribution. : 

The publication Who’s Who in Engineering (1948) ascribes to Mr. Roberts 
the following activities of recent years: 

Since 1935 have made investigations of the business, property and prospects 
of various public utilities for investment bankers (including Dillon Reed & 
Co., Bonright & Co., Mellon Securities Corp., Harriman Ripley & Co.) in 
connection with the issuance of securities aggregating in excess of $1 billion; 
the aggregate value of properties investigated is over $4 billion. 

Mr. Roberts wrote a special report on power projects for a task force of the 
first Hoover Commission (appendix K, January 1949). 

His report contained, among other things, these recommendations: 

The Federal power policy should provide for the utilization of the facilities 
of privately owned utilities in marketing the power from Federal dams. 
The privately owned company could: (a) Build the powerhouse and install 
the generating equipment at each Government dam where feasible, paying 
taxes on these facilities and also paying the Government for the use of 
falling water and the dam, with the Government retaining full control over 
each dam and operating it for the primary purpose of flood control, reclama- 
tion or navigation or a combination thereof; or (b) lease the powerhouse 
and generating facilities, as is done now at the Hoover Dam; or (c) purchase 
the power output under long-term contracts entered into in advance of 
construction ; and, in any case should (d) build the transmission facilities 
needed to market the power from Government dams, and pay the taxes on 
such transmission facilities. 

Haskins and Sells, auditors for Electric Bond & Share and other utility 
groups, who prepared the task force report for the first Commission on certain 
phases of Government-owned hydroelectric projects (Revolving Funds and Busi- 
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ness Enterprises of the Government, Appendix J, January 1949), noted that 
Mr. Roberts rendered “assistance in certain aspects of our work” (p. 25). The 
Haskins and Sells report recommended bus bar sales of power produced in 
Government-owned plants and made other recommendations relating to water 
resources and power. 

Mr. Roberts’ report prepared for the Haskins and Sells task force, and the 
report of the task committee of the engineers joint council on which Mr. Roberts 
served, likewise recommended bus bar sales of Federal power. 

The first Hoover Commission did not make recommendations as a group 
concering hydroelectric and irrigation enterprises, but separate views were 
expressed. Four Commissioners regarded the Roberts report as showing a dis- 
tinct bias in favor of private utilities. Commissioner Aiken said in this connec- 
tion : 

The recommendations of the Roberts report (Water Resources Projects) 
and to a lesser extent the recommendations of the Haskins and Sells report 
(Revolving Funds and Business Enterprises) follow so closely the arguments 
which the private power interests present in opposition to public water- 
resource development that the general welfare viewpoint does not seem to 
be properly represented. In my opinion, the usefulness of the Haskins and 
Sells and Roberts reports is seriously impaired by this approach. (Hoover 
Commission Report, Federal Business Enterprises, p. 114.) 

Commissioner Aiken went on to say: 

Two of the task force reports, the Roberts report and that of Haskins and 
Sells, evidence total lack of understanding of the basic reason for Federal 
multiple-purpose reservoir programs. For example, the Roberts report com- 
pletely disregards the underlying legislation which establishes these pro- 
grams, and attempts to compare Federal reservoir development with hydro- 
electric development by commercial power companies. They are not 
comparable. The power companies exploit our water resources almost solely 
for the production of electric energy, with profit as the basic consideration. 
They are not much concerned with flood control, navigation, irrigation, re- 
clamation, water supply, pollution abatement, fish and wildlife conservation, 
and recreation—all, or some, of which are important features of the Federal 
multiple-purpose reservoir developments. (Ibid., pp. 115—116.) 

Commissioners Acheson, Pollock, and Rowe reported that while they had 
refrained from commenting on previous task force reports, they deemed it neces- 
sary to make a statement on the task force report by Haskins and Sells and the 
working paper prepared by Mr. Roberts. Citing the recommendations in these 
reports for bus bar sales of electricity in Government-owned plants and for 
adding certain tax obligations to these plants in computing costs, the three 
Commissioners observed: These are two examples. There are many more in 
which the task force adopts the line of private utilities. (Ibid., p. 108.) 
[Italics added. } 

Including their analysis of the Haskins and Sells and Roberts reports, the 
three Commissioners said: “We feel that these reports are ‘special pleading’ and 
not impartial opinion. Further, the questions they raise are not within their 
terms of reference or those of the Commission.” (Ibid., p. 112.) 

In a report of the House Select Committee on Lobbying Activities, entitled 
“Expenditures by Corporations To Influence Legislation,” A. B. Roberts is listed 
as the “source” of a publication distributed along with other literature critical 
of TVA by the Carolina Light & Power Co. (81st Cong., 2d sess., H. Rept. 
No. 3137, p. 97). Mr. Roberts’ material was a rebuttal analysis of a study pub- 
lished by the American Public Power Association. 

The Carolina Power & Light Co., which distributed this material, is an active 
opponent of all Federal power projects and policies of power generation and 
distribution except those governing Hoover Dam (hearings, No. 11, House Com- 
mittee on Public Works, 80th Cong., Ist sess., pp. 104 ff.). 


WILLIAM D. SHANNON 


Mr. Shannon is a member of task group A, under the chairmanship of A. B. 
Roberts. Mr. Shannon also served with Mr. Roberts on task committee No. 5 
of the Engineers Joint Council, under the chairmanship of Colonel Scheidenhelm. 
In addition to recommendations concerning bus bar sales of Federal power and 
other controversial policy matters, the report of task committee No. 5 recom- 
mended that tax equivalents be included in cost computations of Federal water 
resources (Principles of a Sound National Water Policy, p. 124). 
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The Edison Electric Institute, a trade association of the private utilities, is 
sponsoring legislation to require taxpayments by public power systems (general 
revenue revision hearings, House Committee on Ways and Means, 83d Cong., 
1st sess., pt. 3, pp. 1527 ff.). 

The tax factor is one of the acute points of controversy among private and 
public power advocates. Mr. Shannon, as a legislator in the State of Washington 
(he has served on the public utilities committee in both houses), has been pre- 
occupied with this matter. In the “letter to the editor” columns of a Seattle 
newspaper he has engaged in a running debate with the executive secretary of 
the Washington Public Utility Districts’ Association (the public utility districts 
are public power districts organized under a State law of 1930) over the relative 
tax contributions of private and public agencies in the power field. (Seattle Post- 
Intelligencer, June 16, July 4, 28, Sept. 8, 23, Oct. 7, 11, 21, 1951). 

A few excerpts from Mr. Shannon’s letters to the editor : 

My letter to the P. I., published June 16, has provoked so much comment 
that it occurred to me that your readers would be interested in a f ur ther dis- 
cussion of the taxes paid by the privi ate utilities of the State. 

The simplest alternative would be for the public utilties to take up the tax 
burden now carried by the private utilities, that is, to pay real and personal 
taxes, income taxes, electric energy taxes and certain Federal old-age and 
unemployment insurance. If this means that the public utilities must now 
charge higher rates for electric current the taxpayers will then know that by 
taking over the distribution of electricity in this State they need not expect 
either lower taxes or lower power rates. (July 9, 1951.) 

If we can just confine our statements to facts and not to socialistic 
theories, the little taxpayer will understand better where the public power 
enthusiasts are leading us. 

If the P. U. D.’s want to serve the public and the taxpayer w = let them 
sponsor legislation which will permit them to pay the same Fe ay il and State 
taxes as are now paid by the private utilities. (October 7, 1951.) 

Mr. Shannon, in a professional engineering capacity, testified before a con- 
gressional committee in behalf of a toll bridge company which sought legislation 
to get additional compensation from the Government for bridge alterations 
occasioned by the construction of Bonneville Dam. (Hearings on bridge bills 
before a subcommittee of the House Committee on Public Works, 80th Cong., 
Ist sess., pp. 51 ff.) 

The next four members of the task force that will be discussed are classified 
in Commissioner Hollister’s memorandum as “Public Men 


LESLIE A. MILLER 


Mr. Miller is chairman of task group B, reclamation and water supply. He 
served as chairman of the task force on natural resources of the first Hoover 
Commission, After his work with the first Commission’s task force, Mr. Miller 
has written magazine articles and appeared before congressional committees to 
present his views on water resources and power development. 

Previously, as Governor of Wyoming, Mr. Miller made an appearance before 
the House Committee on Rivers and Harbors when it held hearings on regional 
conservation and development of the national resources (hearings on H. R. 
7365 and H. R. 78638, 75th Cong., Ist sess., July-August 1937). Governor Miller 
stressed the conflict between uses of water for irrigation and power and serted 
that his State was more interested in storage water for irrigation. He expressed 
a preference for interstate compacts in developing water resources and opposi- 
tion to regional authorities. (Ibid, pp. 518 ff.) 

In May 1949 Mr. Miller wrote an article for the Saturday Evening Post 
entitled “The Battle That Squanders Billions” (reprinted in abridged form in the 
Reader’s Digest). In the course of reciting conflicts between the Corps of Engi- 
neers and the Bureau of Reclamation allegedly resulting in great waste of 
funds, Mr. Miller wrote: “While there may be much to say im favor ef Govern- 
ment construction of hydroelectric projects, it is my impression that the United 
States still is not a socialistic country and that the production and sale of elee- 
tricity remains a matter for private enterprise.’ Mr. Miller als wrote “Of 
course I must plead guilty to a certain amount of bias in expressing my opinions” ; 
then recounted his experience as Governor of Wyoming in stopping certain 
projects to improve the financial position of the State. 

Regarding the first Hoover Commission’s recommendation for transfer of _the 
Corps of Engineers’ civil functions to the Department of Interior, Mr. Miller 
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observed: “And the expected dissenting report was turned in by two members— 
one of whom, of course, was Senator McClellan, president of the proengineers 
lobby, the National Rivers and Harbors Congress—stoutly defending the Arm) 
engineers.” 

The Battle That Squanders Billions was reprinted by the Edison Electric 
Institute for dissemination by privately owned utilities. The report of the Select 
House Committee on Lobbying Activities shows that reprints of Mr. Miller’s arti- 
cle were distributed in 1949 by eight utility companies, along with other literature 
directly attacking TVA or Federal power projects in other parts of the country. 
The following table summarizes the distribution of Mr. Miller's article as reported 
by the House Select Committee on Lobbying Activities (Slst Cong., 2d sess., 
H. Rept. No. 3137) : 


| 


| i 
Number of | Page refer- 


Company copies dis- | Source of printed or duplicated matter ence in 





| 
| 


tributed | |Housereport 
| 


Reis 





American Gas & Electric Service Corp. 83 
(service subsidiary of American Gas & 


2, 820 | Offset of magazine article..........-... 
| 
Electric Co.). 
| 
| 
! 


Carolina Power & Light Co. (North (‘) i. Bek ks seed 77 
Carolina). } | 
Connecticut Power & Light Co...._.--- 2300 I. ...- a ls al bce incneei | 82 
Detroit Edison Co...................... 1,500 | E. E. I. reprints, Bozell & Jacobs, Cen- | SS 
tral Surveys. | 
Pacific Gas & Electric Co....._......... | 200 | Mimeographed from magazine article 133 
Pennsylvania Power & Light Co--.--_--| CORD TBs iis Bo ROI cnc ccncnccwniss-<osa] 140 
Philadelphia Electric Co._............-. | i ] a ie i Fe sighs | 143 
Public Service Co. of Colorado.........- | 5,000 | Magazine article. ............-----.--- 146 





1 Not given. 


“The Battle that Squanders Billions” was inserted in the Congressional Rec- 
ord: also in the printed record of the 1949 hearings on flood control appropria- 
tions in connection with the testimony of Gen. Lewis A. Pick, Chief of Engineers. 
Congressman Angell, a member of the House Committee on Public Works, sug- 
gested that General Pick be given an opportunity to prepare a reply because of 
the wide distribution of the article and the adverse impression it created of the 
affected Government agencies (Hearings No, 81-5, House Committee on Public 
Works, Sist Cong., Ist sess., pp. 17 ff.). 

General Pick’s rebuttal analysis was submitted to the Subcommittee To Study 
Civil Works of the House Committee on Public Works at hearings held in 1952. 
The rebuttal takes up 13% closely printed pages of the published record. (Hear- 
ings, Subeommittee To Study Civil Works, House Committee on Public Works, 
pt. 1, Corps of Engineers, 82d Cong., 2d sess. pp. 94—107.) 

General Pick characterized Mr. Miller’s article thus: “The article is sensa- 
tional, as its title indicates, and presents a distorted picture calculated to under- 
mine public confidence in the Corps of Engineers and in an important Federal 
activity.” (Ibid., p. 94.) 

Mr. Miller appeared before the subcommittee following General Pick’s testi- 
mony, representing himself as associated with the Citizens Committee for the 
Hoover Report, and made various recommendations on water resource and 
power projects. 

Congressman Robert E. Jones, chairman of the subcommittee, adverting to 
Mr. Miller’s article in the Saturday Evening Post, said at one point: 

“T eannot understand how you, as Chairman of the Hoover Commission task 
force in this particular field, are engendering a suspicion that is unwarranted 
upon the Corps of Engineers and the other agencies involved, because you find 
no credit to be given to any agencies, including the Tennessee Valley Author- 
ity * * *,on any works, and you say that they constitute waste and extravagance 
and are the synonym of mismanagement.” (Ibid., p. 165.) 

Chairman Jones then quoted the following excerpt from Mr. Miller’s article: 
“It has become hard to tell now who is the master—Congress or the Corps of 
Engineers—for though Congress provides the appropriations for these rich and 
often wasteful engineering projects, the corps provides the modus operandi and 
the excuse for the spending of billions on the projects that bring such joy to the 
home districts of the rivers-and-harbors bloc Congressmen.” 
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The chairman asked : “Does that not leave a rather (sic) distaste for the whole 
enterprise of water resources to have a charge such as that imposed upon all 
of the undertakings of a single agency?” 

Mr. Miller thereupon said that he “was somewhat in error” in not having 
acknowledged that the corps and the burean “have undertaken and have 
constructed many worthwhile projects.” (Ibid., p. 166.) 

Congressman Smith, a member of the subcommittee, said with reference to 
Mr. Miller’s magazine article: 

Let me interject, Mr. Chairman, that this specific statement has been 
widely quoted in other criticisms not just of the Corps of Enginecrs, but of 
everything in the water policy of the country. The implication is in the 
minds of a lot of poor American citizens worried about their taxes that they 
think all their taxes are caused by the country throwing away the money 
on water projects. You (Mr. Miller) are the great authority for that belief 
that the country is going bankrupt because of the lobbying activities of the 
Corps of Engineers. (Ibid., p. 167.) 

At a later point Mr. Miller said he used “a little editorial license” in the article 
in reference to the “billions squandere@.” 

Congressman Smith inquired: “Do you think we would have a better concept 
and a better attitude about getting a more intelligent water policy if some of 
the criticisms had been less violent and less colored?” Mr. Miller replied: “It 
could he.” (Ibid., p. 179.) 

Chairman Jones examined Mr. Miller at length regarding statements in an 
article Mr. Miller had written, “No More Valley Authorities.” Mr. Miller said 
he had never personally given much study to the TVA. He registered strong 
opposition to legislation proposing an MVAandaCVA. (Ibid., p. 171.) 

The August 1950 issue of Reader’s Digest contains an article by Mr. Miller 
attacking valley authority legislation, in which he attributes the development of 
Federal power projects to bureaucrats with socialist designs. Thus he refers 
to Paul Raver, Bonneville Power Administrator (recently resigned to become 
director of Seattle City Light) as a “socialist.”” Mr. Raver categorically denied 
this accusation and subsequently Mr. Miller’s charge was denounced in the United 
States Senate by Senator Wayne Morse and in the House of Representatives 
by Congressman Henry M. Jackson. 

In the same Reader’s Digest article Mr. Miller contended that privately 
owned utilities operate at a profit whereas public systems operate at a “per- 
petual loss.” 

HARRY E. POLK 


Mr. Polk is a member of task group B under the chairmanship of Leslie A. 
Miller. As past president and present director of the National Reclamation 
Association, Mr. Polk has been actively engaged in formulating policies and 
recommendations on all phases of water resources and power development. 

In 1951 the National Reclamation Association created a water policy committee, 
composed of one member from each of 17 Western States. The report of this 
committee was approved by the association. Among other things it was recom- 
mended that “Sales of power from Federal developments should be made to 
public and private users at the bus bar where possible” (proceedings of the 21st 
annual meeting, National Reclamation Association, November 1952, p. 179). 
Valley authorities and the organizational proposals of the President’s Water 
Policy Commission (1950) were opposed (Ibid.). 

A committee of 17 was appointed “for the purpose of carrying into action 
the policies outlined in the report of the water policy committee, in cooperation 
with the legislative committee and subject to the direction of the board of direc- 
tors of the association. (Ibid, p. 180.) 

Mr. Polk is chairman of the legislative committee as well as a member of the 
board of directors of the association. 

In a signed newspaper article of September 25, 1952, entitled “The Road 
Back,” Mr. Polk took the side of the Idaho Power Co. in the Hells Canyon Dam 
controversy (Plentywood Herald, Mont.). He charged the Federal Power Com- 
mission and Bureau of Reclamation with holding up the company’s application 
and added: 

“There is even deeper significance in the Hells Canyon proposal that should 
not go unnoticed. It constitutes the most flagrant violation of States rights. 
There is a constitutional and God-given right for States to exercise control 
over their own resources. This particularly affects the adjudication of water 

rights. When States lose that authority, they have surrendered to a socialis- 
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tic regime, to regimentation of the worst sort. Little wonder the Governor 
of Idaho, supported by many witnesses from his own State, contended so vigor- 
ously against Hell’s Canyon. And, we’re glad to be able to add—successfully 
so.” 

Mr. Polk suggested that big industries in the Pacific Northwest may have been 
“seduced with the bait of ‘cheap power’ with the deliberate intent of overloading 
the capacity of existing installations so that Congress would appropriate more 
money to build more power dams.” He continued: 

“Another glaring example of the bureaucratic trend is the dealing between 
the Department of Interior and the Southwest Power Administration. Here, 
when Congress denied funds for expansion of this little TVA, what happened? 
The bureaucrats promptly entered into a deal of subterfuge with REA co-ops 
in order to gain their end. The will of Congress was completely thwarted.” 

Mr. Polk referred to a “public power propaganda machine” and then discussed 
the “preference clause” (by which public agencies get first call on Federal power) 
in these terms: 

I fail to see the logic of those who decry the contribution the great private 
utility companies have made to our national economy, referring to them 
as monopolistic “unrestrained giants,” while no greater monopoly could 
possibly exist than that by which the Federal Government sells the output 
of huge hydroelectric installations to so-called preference customers. This 
is only another means of registering a body blow to private enterprise, re- 
placing it with socialized electric power. 

The so-called preference clause is a flagrant violation of the fundamenta 
principles of our Nation—that everyone should be treated alike. Favoritism 
is the rock on which every falling nation has been wrecked. It will be no 
less true in America, and this principle might well set a precedent for favor- 
itism in other laws—favoritism respecting education, religion, voting, or 
other rights we now hold sacred. 

Members of the subcommittee to study civil works of the House Committee on 
Public Works expressed resentment that Mr. Polk had applied the “socialist” label 
to the subcominittee in a speech before the National Reclamation Association and 
had charged the subcommittee with being unrepresentative in character and 
opposed to reclamation (Hearings Nos. 82-15 and 82-17, 82d Cong., ist sess., 
pp. 164, 612). 

The National Reclamation Association, in which Mr. Polk is a leading figure, 
has been the subject of comment and controversy over the years. Mr. Miller in 
his article, “The Battle That Squanders Billions” said of the organization: 

The National Reclamation Association is one of the more powerful lobbies 
doing yeoman service for the Bureau of Reclamation (Saturday Evening 
Post, May 14, 1949). 

Senator Lister Hill in 1946 referred to the association as “an organization 
which is reported to be dominated by utilities, railroads, and contracting inter- 
ests” (92 Congressional Record, 7054). Several other Members of Congress 
also have linked it with the private power lobby (92 Congressional Record, 
1749, 1751, 7049). 

The association maintains a registered lobbyist in Washington, D. C. The 
Congressional Quarterly describes the association as an organization “which 
lobbies strongly for irrigation projects but which draws a bead on some public 
power angles of reclamation activities (Congressional Quarterly, Vol. IV, 1948, 
p. 280). 

ROBERT W. SAWYER 


Mr. Sawyer is a member of task group-A under the chairmanship of A. B. 
Roberts. As past president and present director of the National Reclamation 
Association, Mr. Sawyer has participated actively in its work and its oppo- 
sition to certain aspects of public power. 

In testimony before the Senate Committee on Public Works, Mr. Sawyer said 
that the National Reclamation Association had sought legislation to override 
a controversial administrative ruling applying interest on Federal power con- 
struction costs to irrigation repayments (the so-called solicitor’s opinion). 
He urged the committee members to read the comments on that ruling in the 
task force report of the Hoover Commission (prepared by Haskins and Sells 
with Mr. Roberts’ assistance). (Columbia Valley Administration Hearings, 
Senate Committee on Public Works, Sist Cong., Ist sess., pt. 1, p. 769.) 

Mr. Sawyer appeared before the Public Works Committees of both the House 
and Senate in opposition to proposed legislation for a Columbia Valley Adminis- 
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tration. He identified himself as “representing Oregon irrigation interests and 
also as a citizen of the region covered by the bill before this committee” (Ibid., 
p. 767, also Hearings No. 81-8, House Committee on Public Works, Sist Cong., 
1st sess., p. 408). 

A long-time newspaper publisher, Mr. Sawyer told the Senate committee that 
his opposition to CVA legislation was a personal occupation: “The editorials 
on the Columbia Valley Administration bill, for many years I have written 
myself” (Hearings, Senate Committee on Public Works, p. 765). 

The Oregon Reclamation Congress, of which Mr. Sawyer is a present member 
and past president, has received financial support from private utilities. 


J. BRACKEN LEE 


Governor Lee is a member of the Advisory Board to the task force. As Gover- 
nor of Utah he registered public opposition to legislation for a Columbia Valley 
Administration (81st Cong., 2d sess., House Doc. 473, p. 67; also Columbia Valley 
Administration Hearings, Senate Committee on Public Works, S8lst Cong., Ist 
sess., pt. 1, p. 752). 

An article in the Chattanooga Times of November 12, 1953, recites the fol- 
lowing: 

While the (Hoover Commission) task force includes no known spokesman 
for public power, it includes several who have spoken against it. Gov. J. 
Bracken Lee of Utah was the author of Eisenhower’s earliest campaign 
speech on power in 1952, and it was so much to the right that the candidate 
later had to modify his position considerably. Lee himself has spoken against 
Federal! intervention in the water resource field on a number of occasions and 
was a leader in the fight against Hells Canyon dam. 


WILLIAM B. BATES 


Mr. Bates is a member of task group-C on flood control. Among his varied 
commercial and civic activities is a directorship in the East Texas Chamber of 
Commerce. 

For background purposes, it may be noted that this organization has displayed 
an active interest in supporting nominees to the Federal Power Commission who 
do not favor asserting Federal! jurisdiction over certain oil and gas enterprises. 
In 1949 the chamber joined with other interested parties, including private power 
interests, in opposing the renomination of Leland Olds to the Federal Power 
Commission. The chamber witness testified before the Senate Committee on 
Interstate and Foreign Commerce: 

The East Texas Chamber of Commerce, that it might not break faith 
with its membership, who have pledged themselves to oppose vigorously 
the holding of public office by any person against whom there could be any 
suspicion of disloyalty, respectfully requests this committee and the Senate 
of the United States to reject the nomination of Mr. Leland Olds as a member 
of the Federal Power Commission. We believe there is conclusive evidence 
of his association with organizations that would supplant our democratic 
form of government with ideologies repugnant to us.” (Reappointment of 
Leland Olds to Federal Power Commission, hearings before a subcommittee 
of the Senate Committee on Interstate and Foreign Commerce, Sist Cong., 
Ist sess., p. 239.) 

The chamber witness did not present any documentation of his charge against 
Mr. Olds but submitted a statement from a member of the Texas Railroad Com- 
mission opposing “Federal encroachment on productive enterprises (oil and 
gas) by bureaucratic extension of power over and beyond present Federal law” 
(ibid., pp. 238-40). 

Numerous public power organizations supported Mr. Olds’ renomination. 

At a meeting in Lufkin, Tex., September 8, 1953, the executive committee of 
the East Texas chamber adopted a resolution that the chamber “immediately 
launch a campaign to get the Federal Government out of competition with private 
business and to accomplish the sale to private owners of all Government-owned 
property not necessary for the legitimate functions of Government.” 

On October 20, 1953, the San Augustine (Texas) Chamber of Commerce 
adopted a resolution condemning the resolution of the East Texas chamber, 
pointing out that the action recommended by the latter “would result in the 
sale of all Federal hydroelectric power producing facilities, together with all 
other related properties.” 
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DONALD B, BICHBERG 


Mr. Richberg is general counsel to the task force. He is also a director in the 
American Natural Gas Co., a holding company owning an integrated gas utility 
system. 

In a critical commentary on a Supreme Court decision concerning gas rate 
valuation, Mr. Richberg once noted that the justice who delivered the decision 
had prior experience representing gas utilities in valuation cases. (40 Harvard 
Law Review 582. See also 70th Cong., Ist sess., Senate Doc. 92, pt. 3, p. 764.) 

An article in the Chattanooga Times of November 12, 1953 recites : 

The counsel for the task force is Donald Richberg of Washington, who 
was born in Knoxville and was one of the principal architects of some early 
new deal measures but who has since spoken and written on a number of 
occasions of the need to reduce “the capacity and legal authority” of Federal 
bureaucracy. 

BEN MOREELL 


An extract from the Engineering News-Record of October 22, 1953, which was 
distributed to the commissioners, recites that Admiral Moreell’s appointment as 
chairman of the task force “has got the Hoover Commission’s wheels turning in 
the highly controversial field of public works.” The extract says of Admiral 
Moreell: “He is an outspoken exponent of free enterprise, but he maintains 
balanced judgment as to the place of Government in resources development.” 

The Chattanooga Times of October 20, 1953 reports the following comment by 
Senator Lister Hill of Alabama: 

Senator Hill, long a champion of the TVA, was somewhat skeptical of 
Moreell’s qualifications for the post, saying he knew “nothing in Admiral 
Moreell’s career that gave him any particular experience in public power, or 
any action of his that would lead anyone to think he is in any way sympa- 
thetic to public power.” 

Admiral Moreell has set forth his philosophy of government in an address to 
the National Association of Purchasing Agents in Cleveland, Ohio, June 13, 1950 
(Vital Speeches, August 1950). He maintains that inequality is rooted in a law 
of nature which “do-gooders,” “master-minders,” and “planners” are always 
seeking to overcome. He cites in illustration: 

For example, the person who earns the money might want to endow a 
college or a hospital or a summer camp for poor children: but the planner 
wants to take the money away from him and use it to subsidize cheap elec- 
tricity for the people who live in Tennessee or the Pacific Northwest. 


CHARLES L. ANDREWS 


Mr. Andrews is a member of task group A on power generation and distribution. 
The Chattanooga Times of November 12, 1953 recites regarding Mr. Andrew’s 
selection to the task force: 

The only member from the Tennessee Valley is a Memphis cotton merchant, 
Charles L. Andrews, who said by telephone this afternoon that he could not 
be described as a supporter of TVA. 

Andrews declared, “I think the TVA is something that started out to be a 
flood-control project and I think they’ve broadened the field too much. This 
territory has benefited by it, but I don’t think it’s fair to the other parts of 
the country.” 

The Memphian said he was by no means an expert on TVA and hadn’t in 
fact delved into it enough to know what should be done with it. He said 
he believed he was appointed to the group on the recommendation of Memphis 
civic leader Robert Snowden on the basis of his experience as a businessman. 


E, H. KRACKE 


Mr. Kracke is accounting adviser to the task force. He is a partner in Haskins 
and Sells, whose report for the first commission is discussed above. 


R. J. TIPTON 


Mr. Tipton is a member of task group B on reclamation and water supply. As 
roted earlier, he served in a similar capacity on task committee No. 4 of the 
engineers joint council. 
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The report of the latter group contains various policy recommendations for 
de-emphasizing the role of the Federal Government in water and power develop- 
ment (Principles of a Sound National Water Policy, pp. 99 ff.). 

For many years Mr. Tipton has been a consulting engineer to the Colorado 
Water Conservation Board and in this and other capacities he has defended the 
water interests of Colorado and the so-called Upper Basin States. He has voiced 
specific objections to Bureau of Reclamation proposals fer development of the 
Colorado River (80th Cong., 1st sess. (H. Doc. 419), p. 55 ff.). 


LACEY V. MUBBOW 


Mr. Murrow is a member of task group D, Improvements to Navigation. As 
noted earlier, he served in a similar capacity with the task committee No. 3 of 
the engineers joint council. 

The report of the latter group makes specific recommendations intended to 
remove certain governmental benefits now accruing to inland water transporta- 
tion (Principles of a Sound National Water Policy, pp. 94-95). It is acknowl- 
edged in the report that “competing transportation interests” have often objected 
to this system (Ibid., p. 86). 


Inasmuch as Mr. Murrow is connected with the American Association of 


Railroads, he stands in the position of a “competing transportation interest” to 
navigation. 


CARL BYOIR 


Mr. Byoir is not a member of the task force but he appears as “Press Relations 
Counsel” in the list of persons attending the initial attending the initial meeting 
-of the task force in New York City, November 23, 1953. 

The varied involvements of Mr. Byoir in congressional investigations, court 


litigation and lobbying activities, indicate that his organization is experienced in 
the mass dissemination of publicity in behalf of special causes. 


Among other recent activtiies, Mr. Byoir’s organization has prepared publicity 
for a client in the gas appliance manufacturing industry attacking the TVA. 

Mr. HouirreLp. Had I more time and research assistance at my dis- 
posal, the background memorandum on the task foree members would 
have included more persons and additional supporting material. For 
example, I might have added Mr. John Jirgal, who served as an ac- 
counting adviser to the task force. He was the utility financial expert 
who spent several years devising a reorganization plan for the Electric 
Bond and Share Holding Company empire when its dissolution was 
decreed by the Securities and Exchange Commission. 

I might pause here to say that one of the commissioners was Sidney 
A. Mitchell. He was the son of the Sidney Z. Mitchell who was in- 
volved inthe debacle of private holding companies which were 
pyramided to the point where they defrauded the people out of millions 
of dollars. I am not saying this is a reflection on Mr. Mitchell, because 
he was not the Sidney Mitchell involved. He was the son of Sidney 
Z. Mitchell of the Electric Bond and Share, and I understand today 
he has tremendous financial interests in it. He was a member of the 
Commission and was one of the men who was most interested in seeing 
that this water resources and power report be a onesided private utility 
report. Le leva 

Now getting back to Mr. Jirgal, one of Mr. Jirgal’s utility brainchil- 
dren, incidentally, was Middle South Utilities, Inc., the utility hold- 
ing company over which Mr. Dixon, of Dixon and Yates fame, 
presides. 

The exclusion of some task force names from my memorandum 
indicates that I was unable to find any publicly recorded expression 
of their views at the time. It does not necessarily indicate that I was 
satisfied with their qualifications or regarded them as suitable for this 
assignment. I might mention, by way of example, Mr. A. C. Mattei, 
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whose qualifications for membership on the task force seem to have 
depended more on his life-long friendship with Mr. Hoover than 
his knowledge of Federal power problems. Or Mr. J. W. Reavis, a 
lawyer and corporation executive, whose qualifications for the assign- 
ment on the task force I do not know, although it is a matter of public 
record that he serves on the board of directors of Admiral Moreeil’s 
Jones & Laughlin Steel Corp. 

Admiral Moreell was the chairman of the task force. 

You will note that my memorandum of January 11, 1954, mentions 
the name of Mr. Carl Byoir. Although he is not listed as a member of 
the task force and apparently had no continuing connection with it, 
the subcommittee may want to inquire why his name appears in the 
minutes of the first meeting of the task force on Water Resources and 
Power which was held on November 23, 1953, in a suite in the Waldorf- 
Astoria Hotel in New York City, where Mr. Hoover resides. ‘The 
minutes of the meeting list, among those present, “Mr. Carl Byoir, 
press relations counsel.” I have some evidenss te to indicé m that’ Mr. 
Byoir’s organization has engaged in disseminating anti- TVA propa- 
ganda. For the subcommittee’s infor mation, I will submit a copy of 
the minutes of the task force meeting containing Mr. Byoir’s name 
(exhibit 2) and a sample of the anti- -TVA material (exhibit 3) put 
out by his organization. 

Mr. Jones. Without objection, it will be made a part of the record 
at this point. 

(The documents referred to are as follows :) 


ExuHisit 2 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


MINUTES OF FIRST MEETING OF TASK FORCE ON WATER RESOURCES AND POWER, 
NOVEMBER 23, 19558 


At 11 a. m., the task force had its initial meeting in suite 31—A, Hotel Waldortf- 
Astoria, New York City. 

Present were the Honorable Herbert Hoover, Dean Solomon Hollister, and Mr. 
Sidney Mitchell, Commissioners; Mr. John B. Hollister, Executive Director of 
the Commission; Mr. Carl Byoir, press relations counsel; and, Captain Kendal 
3ragg, liaison between the task force and the Commission. Twenty of the task 
force members were present, absentees being Messrs. Andrews, [dison, Lee, 
Pound, Richberg, and Reavis. Also present were task force consultants MacRae, 
Scharff and Holloman, and Administrator Curran. 

Admiral Moreell announced the purpose of the meeting and presented the 
Commission Chairman, the Honorable Herbert Hoover. 

Following Mr. Hoover’s remarks, Admiral Moreel! outlined the mission of the 
task force. 

The gist of the remarks made by Mr. Hoover prior to and during Admiral 
Moreell’s comments was that the task force had no specific instructions—it had 
a job. That job was defined by the law establishing the Commission and the 
general subject matter of water resources and power assigned to the task force. 

Minutes of formal meetings are to be kept, but in order that all members of 
the task force shall be free throughout their study to develop such conclusions as 
they deem proper without in any way being bound by views they may express at 
any point during the study, there will not be detailed minutes of discussions. 
Mr. Hoover expressed the view that if the facts of what has gone on in Federal 
activities in the water resources and power area during the past 30 years are laid 
clearly on the table it should not be difficult to reach sound conclusions. 

There is to be no public release of the substance, conclusions or recommenda- 
tion of any task force discussions or deliberations unless and until authorized 
by the Commission. 

Upon the completion of these remarks, the meeting broke up for informal dis- 
cussions and adjournment for lunch at 12: 30 


ins’ 
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After lunch, members and staff of the task force reassembled. Members and 
staff of the Commission proper who had attended the morning meeting, except 
liaison officer Captain Bragg, did not attend this meeting. 

The schedule of task force reports is to be worked out after the task force is 
furnished with the Commission’s schedule. 

It is proposed that no public hearings, as such, be held. Various task groups 
may find it desirable to meet with local consultants for discussion. 

If considered desirable, the chairman will invite briefs on subject matter 
under study from interested groups and nongovernmental agencies. 

The chairman’s memorandum on duties of the Commission and mission of the 
task force was discussed. His general memorandum on programs and pro- 
cedures was discussed. 

It was agreed to add as an agency assigned to task group B (Reclamation 
and Water Supply) the Department of Agriculture. Primary task force re- 
sponsibility for the work of this Department was assigned to group © (Flood 
Control). 

The Administrator estimated that a minimum of 2 months would be needed 
to develop basic data on specimen projects in each category. 

The Administrator was directed to obtain copies of section 3 (concerned with 
water resources problems) of the agenda of the midcentury conference on re- 
sources for the future to be held in Washington, December 2—4, 1952. 

Several members expressed the desire to receive maps showing Corps of Engi- 
ners and reclamation projects. 

It was agreed that any written instructions distributed among the task force 
and staff would be designated “For use of task force only—not for publication.” 
It was considered undesirable to use any classification that might be involved 
in Federal security law. 

The question of task force budget was discussed, and it was obvious that both 
general and travel funds would have to be increased shortly if the task force 
is to undertake its assignment properly. 

A proposed draft of research procedures was discussed. Several projects were 
added to the list for tentative exploration. 

The chairman requested the task group chairman to designate vice chairmen in 
order to provide for adequate continuity in the organization. The Administrator 
was directed to obtain a deputy for his position. 

The question of establishment of criteria for study was discussed. It was 
stated that this problem would be explored further by the chairman and his 
consultants and, later, by the Planning and Coordinating Committee, with a 
view to that Committee’s preparing material for the consideration of the advisory 
board. 

At 3:30 p. m., the meeting adjourned, and was followed by separate meetings 
of the four task groups and of the advisory board. 


CHARLES CURRAN 
Task Force Administrator. 


ExuHisit 3 
Servet CHAIRMAN Gives TVA Views To His WorKERS 
RUTHENBURG FINDS GRAVE PERILS IN POWER EXPANSION 


From: Bob Laffan, Carl Byoir & Associates, New York 16, N. Y. 
For: Servel, Inc. 


EVANSVILLE, INp.—Louis Ruthenburg, chairman of the board of Servel, Inc., 
tees off on TVA and Government electric power generating in general in a series 
of “Chairman’s letters” in Inklings, the Servel house organ. 

“Concern regarding TVA is not unusual among American corporation execu- 
tives,’ Mr. Ruthenburg said. “However,” he added, “too many of them never 
open up except within their own circles where everybody feels just as they do. 
I thought it was time to bring this thing out in the open in the plants.” 

Mr, Ruthenburg feels many of Servel’s employees and their families have 
never heard anything but praise for TVA. Evansville, in a bend of the Ohio 
River on the north bank, is not far from Gilbertsville Dam, one of the major 
installations of TVA. Many of the workers added during Servel’s rapid ex- 
pansion of postwar years have come from the Kentucky and Tennessee high- 
lands. 
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A particular target of Mr. Ruthenburg is the switch of emphasis in TVA’s 
generating system from hydroelectric plants to steam plants. He calls this a 
“eynical commentary” on the original contention that power was to be produced 
only as a byproduct of flood control and navigation, which were conceded to be 
Federal Government concerns whereas power generation was not. 

Mr. Ruthenburg wrote to his fellow workers : 

“Few Americans understand the TVA. Many great power dams have been 
built across the Tennessee River and its tributaries at taxpayers’ expense. Most 
of them cannot produce cheap electricity * * *. 

“In 1933, when a bill to create TVA was introduced in Congress, the stated 
purpose was, among other things, ‘to improve navigability and to provide flood 
control of the Tennessee river.’ 

“The great TVA dams create enormous lakes. These lakes have flooded. good 
farm land. The Tennessee Farm Bureau in 1941 estimated that the farm land 
taken out of production by TVA reservoirs could produce crops worth $13% 
million per year at ‘then’ prices. 

“In a letter from Rep. Ralph W. Gwinn of New York, addressed to the Governor 
of Tennessee, under date of June 11, 1953, he makes this statement : 

“‘Army Engineers reported that only once in 500 years did the Tennessee 
River have a major flood. Then it might inundate some 666,000 acres. But 
TVA, in order to enter the power business, has already flooded 600,000 acres 
permanently, much of it in the richest agricultural land. * * * What the experts 
said should happen only once in 500 years is now a permanent condition of the 
valley caused by the Government itself. Thus, if the rain should ever come 
in the upper tributaries of the Tennessee, the lower valley area is already flooded. 
The flood menace, therefore, is far worse than before the TVA.’ ” 

“Now the TVA is building a number of new electric generating plants. The 
new plants are stehm plants, just like most electric plants in the United States 
that really produce low-cost electricity. When there is plenty of water in the 
river, the steam plants will be partly idle. During dry spells the hydroelectric 
plants will be operating at low capacity.” 

In his second letter, Mr. Ruthenburg renewed his attack on this shift from 
a pretense of first concern with’ flood control to an open intention to build a 
utility empire. He wrote: 

“At the birth of TVA in 1933 it waS a small waterpower project. At tax- 
payers’ expense it has mushroomed to enormous size. In 1933 TVA capacity 
was only 184,000 kilowatts. In 1951 TVA capacity had grown to 3,181,110 kilo- 
watts. If present plans are realized, TVA capacity shortly after 1955 will be 
more than 10 million kilowatts. More than 60 percent of this enormous capacity 
will come from steam generating plants. 

“TVA is only one of many socialistic public power projects. They are paid 
for and are supported by your taxes and mine. They do not pay income taxes. 
Socialistie power development may soon represent more than 20 percent of all 
electricity generated in this country. 

“Millions of people are investing their hard cash in investor-owned electric 
utilities. Such utilities require not one cent from taxpayers. Such utilities in 
1951 paid more than a billion dollars in Federal, State and local taxes. The 
investor-owned companies spent approximately $2,600 million for construction 
in 1952, and at present construction rates it would appear that they will spend 
about $3 billion in 1953. 

“For fiscal 1953, construction appropriations for Federal generating and trans- 
mission projects were $812,227,000. 

“Costs of Government-owned electric plants come high. * * * The Colorado- 
Big Thompson project was originally estimated at $44 million but is costing 
over $160 million. The Hungry Horse project, originally estimated at $39 
million, will cost over $109 million. * * * Public power bureaucrats are waste- 
ful spenders of our tax money.” 

In the last letter, Mr. Ruthenburg centered his fire on the attempts of poli- 
ticians to have the new Niagara Falls power project built by either the State or 
the Federal Government. His letter reads: 

“Governor Dewey and some of the New York politicians want State control. 
Many members of Congress want Federal control. In either case the taxpayers, 
poor wretches, will pick up the tab. Third party is a group of five New York 
State investor-owned electric companies. If they are permitted to construct 
these facilities, their stockholders will pay for the development. Then it won’t 
cost the taxpayers a dime. 
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ad be 


“If either of the Government power groups is given the go ahead, the tax- 
payer will pay plenty. 

“For years the socialists have been undermining the republic’s foundation of 
individual freedom. This Government power gimmick is one of their most 
successful projects. Taxpayers generally do not understand it. Too many 
politicians of both parties have fallen into the trap.” 

Mr. Ruthenburg closes with a review of the analysis of the Niagara Falls 
dispute which appeared in the August 1953 issue of Reader’s Digest. 

Mr. Horirretp. My memorandum on the background of the task 
force members was presented to the Commission at its third meeting 
on January 11, 1954. At the same meeting, Commissioner S. C. 
Hollister, Dean of the College of Engineering at Cornell University, 
presented a memorandum prepared at Mr. Hoover’s request in an 
attempt to rebut my position. Dean Hollister’s memorandum does 
hardly more than classify the task force members by occupation. 
However, I will submit it for the record and let the subcommittee 
judge its worth (Exhibit 4). 

Mr. Jones. Without objection, Exhibit 4 will be made a part of the 
record. 

(The document referred to is as follows:) 


Exureir 4 


COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT, 
General Accounting Office Building, 
Washington 25, D. C., December 1, 1953. 
Hon. CHeEetr HOLIFIELD, 
House of Representatives, 
Washington 25, D.C. 

Dear CONGRESSMAN Hottrrevp: In view of the discussion at the meeting of 
the Commission on November 16, I requested Commissioner 8. C. Hollister, who 
is dean of the school of engineering at Cornell University, to give me a memo- 
randum on the members of the Water Resources and Power Task Force. It is 
enclosed herewith. 

Yours faithfully, 
HERBERT HOOVER, 
Chairman. 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 
IrHaca, N. Y., November 25, 1953. 


MEMORANDUM 
From: 8. C. Hollister 
The Task Force on Water Resources and Power is comprised of men of broad 
experience, who may be grouped as to background as follows: 
Public men: 
Former Gov. Charles Edison, West Orange, N. J. 
Former Gov. Leslie Miller, Cheyenne, Wyo. 
Gov. J. Bracken Lee, Salt Lake City, Utah. 
Robert W. Sawyer, Bend, Oreg. 
Harry E. Polk, Williston, N. Dak. 
Lawyers: 
William B. Bates, Houston, Tex. 
Pope F. Brock, Atlanta, Ga. 
Roscoe Pound, Watertown, Mass. 
John Wallace Reavis, Cleveland, Ohio. 
Donald R. Richberg, Washington, D. C. and Charlottesville, Va. 
Engineer and Business Administrator : 
Admiral Ben Moreell, Pittsburgh, Pa. 
Business Administrators: 
Charles L. Andrews, Memphis, Tenn. 
A. C. Mattei, San Francisco, Calif. 
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H. W. Morrison, Boise, Idaho. 
Accountants: 
John Jirgal, Chicago, Il. 
E. A. Kracke, Montclair, N. J. 
The engineers can be grouped in different ways: 
Engineers formeriy associated with the Bureau of Reclamation: 
Royce J. Tipton, Denver, Colo. 
Julian Hinds, Los Angeles, Calif. 
Engineers formerly associated with the Corps of Army Engineers: 
Carey H. Brown, Scottsville, N. Y. 
Frank H. Newnam, Jr., Houston, Tex. 
Engineers formerly or at present associated with public power: 
A. B. Roberts, Cleveland, Ohio (2 years) 
Julian Hinds, Los Angeles, Calif. (while with Bureau of Reclamation) 
Independent engineers: 
W. W. Horner, St. Louis, Mo. 
W. D. Shannon, Seattle, Wash. 
Lacey V. Murrow, Washington, D. C. 
Maicolm Pirnie, New York City 
Jumes P. Growden, Pittsburgh, Pa. 


CONCLUSION 


Engineer members of the task force should be men of experience in both the 
technical and economic aspects of works relating to water utilization; free from 
major connections that would restrict objectivity in developing the facts relating 
to the present Federal activities in this area. It is believed that the men 
selected admirably meet these requirements. 

Mr. Houirtecp. An amusing interchange occurred in the meeting of 
the Commission. Dean Hollister extolled the fact that these members 
of the task force were all fine, upstanding citizens and responsible 
men in their professions, and all that sort ot thing. My rejoinder was 
this: 

Mr. Hollister, I am making no personal attack on these men. As far as I 
know, they are all fine men—honorable men; they are undoubtedly, most of them, 
married men with children. They go to church on Sundays. They are successful 
businessmen. But that is not the question. The question before the committee 
is do we have a balanced task force; and, to have a balanced task force 1 main- 
tain that you must have people of different viewpoints, or else you have a one- 
sided task force. So 1 make no attack on these men. I have never met any of 
them personally. As far as 1 know they are all five men. The statement that I 
make, and the record will prove it, is that these men in one way or another were 
affiiated, or friendly, or whatever words you wish to use, with the private 
utitity position. That is perfectly all right. I have no objection to that type 
of men being on the task force, but 1 thuught if you were going to balance the 
report and bring to Congress an objective report where Congress can huve the 
pro and con of it, you must put men on the other side, because 20 percent of the 
kilowatts generated in America are generated in either Federal or municipal 
powerplants. 

Mr. Lirpscoms. May I ask a question ? 

Mr. Houirievp. Yes. 

Mr. Lipscoms. Mr. Holified, you do not object to these men because of 
their background ¢ 

Mr. Houirieip. Oh, No. 

Mr. Lirscoms. And were they qualified in the field they were in? 
That is important. 

Mr. Houirieip. No, I do not think they were qualified to pass on 
matters of policy. 

Mr. Lipscoms. For instance, when you go out to select a wise—— 

Mr. Howirietp. The reason why I say that is because they are not 
the representatives of the people and they are, therefore, not respon- 
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sible for the recommendations they make. They can make any kind 
of a recommendation they want to and no one can criticize them, that 
is, effectively. Butif you cast a vote that the people of your district do 
not like and you cease to represent the people of your district properly, 
they will remove you from office and they will remove me from office. 

Mr. Lirscoms. If you have people working on a task force, or the 
staff of a committee, who are qualified and can do the job, you have 
to expect to get people who have connections or who worked in the 
field before in order to attain that competence. 

Mr. Horirrevp. I think thatisright. That is right. 

Mr. Liescoms, Just on our subcommittee staff here we have people 
who have been connected with things that we are studying. 

Mr. Hottrtevp, That is right. 

Mr. Liescoms. But I know the chairman selected them because 
probably they were qualified in their field. Mr. Wise was formerly 
connected with the REA and knows his subject. Mr. Sturdevant was 
with a group interested in the Tennessee Valley Authority. But in 
selecting a subcommittee staff he was selecting people who had know]l- 
edge of the field. 

Mr. Houtrteip. That is right. 

Mr. Lirscomr. So I am going on the assumption that the staff is 
working to the best of its ability to get the facts before this subcommit- 
tee in regard to the Hoover Commission’s report. 

Mr. Houirtetp. And I believe that any member of that staff would 
comply with the request of you yourself, even though that request was 
to do research work in a field which would present you with material to 
write a minority report to the report that this committee makes, if you 
decide todo so. That staff nadlen has an honorable duty to perform 
for both the majority and minority members of the committee. In ty 
experience in staff work in our own subcommittee, of which you are a 
member, no staff member has ever been ordered not to comply with the 
request of a minority member, as well as a majority member. 

Mr. Lrescoms. As a member I can vouch for that. 

Mr. Jones. And I will say this as chairman of the subcommittee: 
Whoever the staff might be, they will not invade the province of the 
committee in making decisions based on an examination of the testi- 
mony. 

The chair would like to state further that in all of our hearings it 
has been the purpose of the chairman to elicit testimony from all 
groups, whatever their interests might spring from, in order that we 
can get a complete record of all the information we can possibly receive 
on the subect, so that we can be informed and not be the victims of our 
own prejudice. 

Mr. Lipscoms. In that regard I may say that whenever the chairman 
has witnesses on both sides, pro and con, he has always alternated them 
throughout the hearing in respect to the time we had available, which 
is sometimes short. 

Mr. Hortrtevp. Of course, at the January 11 meeting I brought up 
again the question of my pending motion to increase the membership 
of the Task Force on Water Resources and Power by five persons 
reflecting public power views. Chairman Hoover was adamant in his 
opposition. He argued that no person on the task force had any pri- 
vate utility connection. He said that the task force members had 

70818—56—pt. 1411 
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opinions, of course, but they were of the caliber to make an objective 
study. He referred to them as men of “superlative character” who 
would be influenced only by the facts. 


Commissioner Hollister, commenting that he was a party to the | 


creation of the task force, endorsed Mr. Hoover’s views. 

Mr. Jones. In that connection, do you think that the chairman of 
the group on water resources and power, Mr. Moreell, in view of the 
statements that he had made prior to his selection, could be a man of 
unbiased opinion and judgment? 

Mr. Hourrterp. No, I do not think so. And we have to protect our- 
selves by putting men with biases both ways on any kind of a research 
job. If we do not, we are going to get a predetermined result. 

I do not think you could pick out a person whose background of 
experience and environment does not to some extent qualify the 
objectiveness of his judgment. And, where that condition as a human 
fallibility does exist, we have to offset it by getting the pro as well as 
the con, or the con as well as the pro, on a particular subject. Then we 
as Congressmen sit in judgment as to the merits of each side of the 
case. We do this on each committee we work on, and it is one of the 
= protections of the democratic system that we get both sides 

fore a committee, and get both sides of a case, and then we can 
evaluate it. If we got only one side of a case on any piece of legisla- 
tion, I dare say the people’s interests would not be protected properly. 

Mr. Jones. It goes edie to the basic proposition that you stated 
earlier. When you are dealing with a factfinding group then Con- 
gress can sift out the facts, and if those facts are in error then it is 
not too difficult to deal with that subject. 

Mr. Houtrtevp. That is right. 

Mr. Jones. But if it is in the field of policy which goes beyond the 
facts, then we have to deal not only with the Commission’s report in 
evaluating it, but with a political animal. 

Mr. Houtrtevp. That is right. And then we may cast a prejudiced 
vote because of our background of training and our background of 
knowledge, and the complexions of our Fetrict, We may cast a 

rejudiced vote ourselves, but there will be other votes cast which will 
prejudiced the other way, and out of that crucible of conflicting 


ideologies comes the democratic process, This is all I am pleading | 


| 
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for today, and all I am criticizing the Hoover Commission’s task forces | 


in this particular field for was that it did not give fair place to the 
democratic process of presenting both sides of the case. 

Mr. Lipscoms. May 1 ask one more question on this chairmanship ? 

Mr. Houiriep. Yes. 

Mr. Liescoms. If you put in men of ability as chairmen of the com- 
mittees, whether it is a task force or any advisory committee, almost 
always they are going to have to have some public statements and 
background behind them, and could easily be accused of bias. Is it not 
almost impossible to get a man to take a position of that sort who is 
not biased one way or another ¢ 

Mr. Houtrtevp. I am sure it is. 

Mr. Lirscoms. Depending on who sets up the commission ? 

Mr. Houtrrevp. I am sure it is, and all I am asking for in a research 
study group is that objectivity be maintained by being sure both sides 
are represented in the study, or else you get a one-sided correlation of 
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tive |) 
who ff information and in many instances a one-sided group of recommenda- 
| tions. 
1 In Mr. Hollister’s view the members were a broad-gaged group not 
the 
| connected with either private of public power inter ests. He cited in 
of | illustration the report of the engineers joint council on national water 
the fl policy as embracing public as well as private power rE SIN 
f | Lbelieve that my background memorandum shows sufficiently that the 
(oe & report of the engineers joint council and the publicly expressed views 
| of its membership were hardly favorable to public power. 
a, ) Commissioner McClellan seconded my motion to increase the task- 
: force membership, and several other commissioners also sided with 
of me both Republicans and Democrats, I might say. Then after fur- 
th ' ther discussion, Commissioner McC lellan proposed that the member- 
©) ship be increased by 3 rather than 5, and I signified n ny W illingness to 
Pan | accept this amendment. I was willing to t: ake even 3 more on the 26- 
aS) man task force, or what would have been a 29-man task force, to get 
7 he | some representation of the public power views. 
i ° 8 Then Commissioner Robert G. Storey, dean of the school of law, 
i | Southern Methodist University, moved that the whole matter be post- 
aes |) ~=poned until the next meeting, proposing that Commissioner Hollister 
can and I confer in the meantime in an effort to work out some compro- 
sla- mise solution. Commissioner James A Farley, of New York, sug- 
rly. |) gested that Chairman Hoover participate in these talks with us. 
ted 7 Because of the rather indefinite way in which the matter had been 
on- |} left at the January 11, 1954, meeting, a few d: ys later I sent a letter 
t is } to Mr. Hoover dated January 15, 1954, again expressing my view of 
the issues involved and my desire that the proposed informal discus- 
} sion be directed to these issues. I will submit a copy of that letter 
the |) for the record (exhibit 5). 

_ 

tin 7 Mr. Jones. Without objection, the letter will be made a part of the 

| record. 

iPr (The document referred to is as follows :) 

of @ 

t a EXHIBIT 5 

will | JANUARY 15, 1954. 

° ' Hon. Hersert Hoover, 

Ing ‘ Chairman, Commission On Organization of 

ing the Executive Branch of the Government, Washington 25, D. C. 

ces | DEAR MR. CHAIRMAN: Immediately following the January 11 meeting, I in- 

the | formed Commissioner Hollister of my readiness to confer with him and you pur- 
suant to Commissioner Storey’s substitute motion adopted at the meeting. 

- 9 In substance, this substitute motion provided that my motion to add five 

ip: members to the Task Force on Water Resources and Power be deferred until 
the next meeting, and that in the meantime I meet with you and Commissioner 

ym- Storey in an effort to work out a mutually agreeable arrangement to be presented 

ost fa to the Commission. 

. Since the purpose of my motion is to allow public power views to be represented 
und on the task force, it should be clearly understood that [ see no real basis tor a 
not conference unless the principle of my proposal is agreed upon. 
>is It was brought up at the Commission meeting, and suggested to me personally 


by Commissioners McClellan and Farley, that three additional members might be 

a suitable compromise arrangement. I am not adamant about 5, but I regard 

3 additional members as the minimum necessary, 1 each to serve on the first 

3 subgroups of the task force. As you well know, the work of these subgroups 

rch is closely interrelated because of multiple and often competing uses for water, 
des cost allocation problems, computation of benefits, etc. ; 

, If the principle of appointing additional members is accepted by you and 

| of Commissioner Hollister, I will be glad to submit names of persons I consider 
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qualified to represent public power and regional development views as reflected 
in TVA and other basic legislation. 
If the principle is not accepted, it would seem neither useful nor proper for 


ae to approach such persons to ascertain their willingness to serve on the task 
orce. 


On Tuesday, Captain Bragg informed my assistant, and today Mr. Richey in- 


formed me that a meeting has been arranged for Wednesday, January 20, at 
3 p. m. 


I would appreciate an expression of your understanding of the purpose of 
this meeting. 
Sincerely yours, 
Cret Hovirre,p, M. C. 


Mr. Hotirrerp. Chairman Hoover acknowledged my letter from 
the Waldorf-Astoria in a note dated January 18, 1954, agreeing to meet 
on a given day and adding, “I think I can explain why you should 
modify your proposals before you lay them before the Commission at 
its next meeting.” Mr. Hoover’s letter and a telegram to the same 
effect I will submit for the record (exhibit 6). 

Mr. Jones. Without objection, the letter and telegram will be made 
a part of the record. 

(The documents referred to are as follows :) 


ExnHrsit 6 


THE WALpDoRF-ASTORIA TOWERS, 
New York 22, N. Y., January 18, 1954. 
Hon. Curt Hoviriecp, 
House of Representatives, 
Washington, D. C. 

My DEAR CONGRESSMAN HOLIFIELD: I have your letter of January 15th. Dean 
Hollister and myself will attend the meeting as arranged for 3.0’clock Wednesday 
in the Commission’s offices. 

I think I can explain why you should modify your proposals before you lay 
them before the Commission at its next meeting. 

Yours faithfully, 
HERBERT HOOVER, 
Chairman, 
Commission on Organization of the Executive Branch of the Government. 


P. S.—This is a confirmation of nightletter sent January 18. 


New York, N. Y. 


Hon. CuHet HOvigi£ELD, ; 
House of Representatives, Washington, D. C.: 


I have your letter of January15. Dean Hollister and myself will attend the 
meeting as arranged for 3 o’clock Wednesday in the Commission’s offices. I think 
I can explain why you should modify your proposals before you lay them before 
the Commission at its next meeting. I am sending this by telegram as mails to 
Washington seem to take 2 days. 

Yours faithfully, 
HERBERT HOOVER. 

Mr. Hourrreip. The meeting with Chairman Hoover and Commis- 
sioner Hollister was scheduled for Wednesday, January 20, 1954. 
That meeting was never held. Commissioner Hollister reported that 
he was grounded by weather and the Chairman himself had to go to 
Florida. I might add, for sickness. I cast no reflection on the Chair- 
man at this point. The Chairman came down with a cold about this 
time and his purpose of going to Florida was to recuperate. 

I will say, and I want the record to show, that Mr. Hoover worked 
very hard on this Commission. He was not a casual member of the 
Commission. He worked very hard. For a man of his age it was a 
remarkable display of his interest and his energy in working on this 
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matter, and I had nothing but the most pleasant relations with Mr. 
Hoover. 

In a letter dated January 21, 1954, Mr. Hoover explained that it 
would be unponsible to arrange a conference before the next regular 
meeting of the Commission. Since his letter contains some personal 
matters—and I might say, they were friendly matters—I will not 
submit it for the record, but will quote several pertinent paragraphs: 


In any event, your letter of the 15th raises questions beyond the minutes of 
the Commission meeting of January 11th with which Dean Hollister and I have 
no authority to deal, and you no doubt will wish to discuss these ideas with the 
Commission as a whole. 

Therefore, I suggest we let the matter go over until that time. 

I am trying to prepare a memorandum for you covering the method by which 
we have set up this task force in the hope it will clarify some misunderstandings. 


I replied to Mr. Hoover by letter dated January 22, 1954. This 
letter, minus a paragraph of personal reference, will be submitted for 
the record (exhibit 7). 

Mr. Jones. Without objection, the letter will be made a part of the 
record at this point and designated as “exhibit No. 7.” 

(The document referred to is as follows :) 


a 


EXHIBIT 7 
JANUARY 22, 1954. 
Hon. HERBERT HOOVER, 
Chairman, Commission on Organization of the 
Eeecutive Branch of the Government, Washington 25, D.C. 


DEAR Mr. CHAIRMAN : I have your letter of January 21 at hand. 

It was unfortunate that due to adverse weather conditions Dean Hollister was 
unable to keep his appointment with us in Washington January 20 at 3 p. m. 
When Mr. Ritchie informed me that Dean Hollister could not be present, I 
advised him that I was willing to meet with you for a preliminary discussion. 
Mr. Ritchie informed my assistant, Mr. Roback, that you would prefer Dean 
Hollister to be present at such a discussion. 

I was somewhat surprised at your later suggestion that my letter of January 15 
raised questions beyond the minutes of the Commission meeting of January 11, 
and with which you state that Dean Hollister and you have no authority to deal. 

Unfortunately, in my opinion, we do not have verbatim minutes of our Com- 
Inission meetings, but every point raised in my letter of January 15 was discussed 
during the meeting of January 11. Furthermore, the three of us were only 
directed by Mr. Story’s motion to ‘meet and attempt to resolve the issue.” It is 
obvious that any recommendation or formula for resolving the issue, would of 
necessity be referred to the full Commission for disposal. Therefore, I must 
respectfully disagree with the statement contained in the third paragraph of 
your letter of January 21. 

Regarding your suggestion that this matter be carried over to the next regular 
meeting of the Commission, I have two comments which I desire to make. 

My motion was made at our first meeting of November 16. Action on the 
motion has been postponed twice. The February meeting will mark the passage 
of approximately 90 days. Inthe meantime, I assume the task force as originally 
appointed has been functioning. If participation by additional members is to be 
allowed, then in fairness to them, their appointment should not be further post- 
poned or delayed. If the Commission wishes to disapprove my motion, that 
action too should not be unduly delayed. 

I again affirm my willingness to meet with you and Dean Hollister for a Con- 
ference as directed by the motion adopted at our meeting of January 11, in order 
that an attempt may be made to resolve this issue, without protracted Commis- 
sion discussion or further postponement or delay. 

Respectfully yours, 
CHET HOLIriesp, M. C. 


Mr. Howirterp. I might add that the personal reference item is in 
the letter and it is meant to delete it, but that the commitee will have 
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access to it and see it was strictly a friendly personal reference to his 
physical condition. 

The memorandum to which Mr. Hoover adverted in his January 21 
letter was prepared and distributed at the fourth meeting of the Com- 
mission on February 8, 1954. That memorandum purported to ex- 
plain the considerations guiding the selection of task-force members 
and contended that the Task Force on Water Resources and Power, 
in particular, was eminently qualified and fairminded. I shall submit 
Mr. Hoover’s memorandum with covering letter for the record 
(exhibit 8). 

Mr. Jones. Without objection, the memorandum and letter will be 
received and properly identified as “exhibit 8.” 

(The documents referred to are as follows :) 


Exursir 8 


COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERN MENT 
GENERAL ACCOUNTING OFFICE BUILDING, 
Washington 25, D. C., February 4, 1954. 
Hon. Cuet HOLiFieLp, 
House of Representatives, 
Washington 25, D.C. 

DEAR Mr. CONGRESSMAN : I have been requested by members of the Commission 
and interested agencies to prepare a memorandum on the method of organization 
of the Commission’s work by task forces, the standards required in the selection 
of their members, with a special description of the organization of the Task 
Force on Water Resources. 

I am sending you this memorandum herewith, 

Yours faithfully, 
HERBERT HOOVER, 
Chairman, 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERN MENT 


MEMORANDUM ON THE METHOD OF ORGANIZATION AND SELECTION OF THE MEMBERS OF 
THE COMMISSION’S TASK FORCES AND THE TASK FORCE ON WATER RESOURCES 


The idea of organizing the work of the Commission by task forces originated 
in the Commission on Organization of the Executive Branch of the Government 
of 1947-50, and proved highly successful. The purpose is to secure an exhaustive 
investigation of the facts by eminent men who, by experience, know something 
of the weakness of the Federal structure in special fields and to secure their 
considered judgment of remedy in the form of recommendations to the Com- 
mission, Obviously the Commission must formulate its own conclusions as to 
such recommendations and their own recommendations to the Congress. 

While congressional committees of inquiry are fundamental to the functioning 
of the legislative branch, such committee members do not usually have available 
time to conduct such exhaustive investigations as are possible by the task-force 
method. 

At the meeting of the Commission on September 29, 1953, it “* * * authorized 
the Chairman [as in the previous Commission of 1947-50] to appoint the mem- 
bers of task forces with the understanding that the Commissioners may sug- 
gest * * * possible members * * * to the Chairman to be appointed at his sole 
discretion * * *,” 

The work of the task forces requires public men, business executives, lawyers, 
engineers, and accountants. The method of organization of a task force is first 
to find a chairman and then members, whose eminence, experience, and complete 
independence of judgment will command the respect of the Commission, the 
Congress, and the public. 

In practically all of these appointments I have associated some other member 
of the Commission with myself. The securing of a chairman of a task force 
necessarily involves an undertaking with him that the members of the task force 
will be approved by him as well as by myself and the associated members of the 
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Commission. Such an obligation has been entered into with practically every 
task-force chairman. Only by such an arrangement can there be good teamwork. 
We have applied the following seven principles in selection of the task forces: 
1. Men of the highest integrity, intelligence, and standing in their professions 
and businesses, and with experience in the Federal executive field for which 
they are selected. . 

2. Men not associated with any group having an interest or connection with 
the projects or programs to be considered, nor advocates of any group interest 
in these fields. 

3. No discrimination as to political party—in fact, the members of the task 
forces embrace both parties. 

4. Men who are in sympathy with the policies of the Congress. These policies 
are set out in detail in Public Law 108 creating the Commission in section 1, and 
the duties assigned to the Commission are stated in section 9 of the act. 

5. Men who enter upon the work conscientiously for constructive and not for 
political or other motives. 

6. Men of judicious temperament and objectivity who can be expected to 
cooperate wholeheartedly in reaching solutions which are so highly important 
to the welfare of the country. 

7. Men who are resident in different sections of the country, so that a wide 
geographical dispersion of experience will be obtained. 

Furthermore, at the meeting of the Commission on September 29, 1953, “It 
was agreed * * * that [task-force] members are not to make any statements or 
release any information to the press or public which they may obtain or recom- 
mendations they may make * * * [until the Commission had considered them ].” 

Up to now 10 major task forces have been created. And, in addition, there 
are staff and individually directed inquiries into certain subjects indicated in 
the law. The names of the members of these task forces and their background 
of experience have been published. 

The total membership of the task forces now exceeds 125 men in number cover- 
ing 31 different States. The great majority are voluntarily giving their time 
to the work except for out-of-pocket expenses. Some months will be required 
for their investigations and their reports to the Commission. 


The Task Force on Development of Water Resources and Power 


The Task Force on Development of Water Resources and Power covers the 
probiems of water storage, navigation, flood control, reclamation, domestic water, 
and associated electric power. 

We are fortunate in securing as chairman, Adm. Ben Moreell, who, aside from 
his long and distinguished public service, has also been an outstanding engineer. 
He has had years of experience in great construction. He has never been in- 
volved in the questions of water development as to which there may be a dif- 
ference in point of view. I associated our fellow member of the Commission, 
Dean Solomon C. Hollister, of the school of engineering at Cornell University, 
with Admiral Moreeill and myself in choosing the members of this task force. 

In great detail we canvassed a long list of possible members of the task force, 
checked and cross-checked them as to their compliance with the principles which 
I have mentioned above. 

We particularly wished to avoid extremists in the contentious field of public 
power and free-enterprise power. If we included such extremists on either side, 
then we should have to include such representatives of public utilities as well 
as public power. At once it may be said that not one member of the task force 
is connected with free-enterprise utilities at the present time. 

From a professional point of view, the task force comprises 14 engineers, 6 
lawyers, 2 public accountants, 3 business executives, and 1 public official now 
in office. 

All of the engineers at some time have given professional service to govern- 
mental agencies. 

The following additional clarification indicates the diversified experience of 
the members of the task force: 

Seven have done professional work for public power. 

Seven have done professional work at some time in the past for private utilities. 

Five have been, or are, connected in professional work with flood control and 
navigation. 

Four have been, or are, connected in professional work with reclamation. 

Five have held official positions where they dealt with legislative actions in 
the regulation of public utilities. 
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The two professional accountants have audited accounts of public and private 
utilities either for private concerns or for congressional committees. 

Four are engineers in other than the water development field. 

Two are contractors for both public and private power construction. 

One is a transportation executive. 

The totals are larger than the number of members on the task force because 
of their varied past connections. 

The 26 members of the task force are divided into teams to consider the dif- 
ferent phases of Federal water development. Their duty is to determine and to 
recommend a policy and a program of integrated national development of our 
water resources with standards of justification of projects; standards for re- 
turns to the Federal Government; standards of engineering practice; standards 
of better organization and better operation; and, finally, to recommend proce- 
dures which would lead to economy and efficiency, among other methods specifi- 
cally (sec. 1, par. 5, of the act), “by eliminating nonessential services, functions, 
and activities which are competitive with private enterprise.” 

The term “public power” includes municipal and State power production and 
distribution as well as the Federal Government. As this Commission and its 
task forces are an agency of the Federal Government, obviously its province is 
limited to Federal relation problems only. 

Several members of the task force were at one time members of an important 
committee on water policies, created by the great engineering societies of the 
country. That committee supported the utmost development of our water re- 
sources and agreed upon a middle-of-the-road point of view. They urged the 
necessity of Federal construction of justified multipurpose projects of water 
conservation. They favored the development of justified reclamation, navigation, 
flood control, domestic water supply, and the power projects which accompany 
them. 

I believe it is appropriate to point out that the members of this task force are 
men who have important responsibilities in connection with their professional 
and private affairs, and yet with very few exceptions, they are devoting their 
time and energy to this work without compensation and at some financial sacri- 
fice. They, of course, receive traveling expenses. Already the task force has 
been at work for some months and has made much progress. 


Mr. Ho.trrevp. I should add that Mr. Hoover met with me per- 
sonally on February 6, the Saturday preceding the meeting, to discuss 
the whole subject of the task-force composition. He later described 
the meeting as “most amiable” and said he was sure we appreciated 
the viewpoint of the other. 

At the February 8, 1954, meeting, Chairman Hoover continued in 
opposition to my proposal and came up with the alternative he had 
suggested earlier; namely, that the task force hold public hearings. 
Thereupon Commissioner Arthur S. Flemming, Director of Defense 
Mobilization, proposed a substitute motion that the Task Force on 
Water Resources and Power be directed to hold public hearings. I 
asked that the substitute motion be withheld until my motion could 
be placed properly before the Commission. I moved as follows: 

Resolwed, That the 26 members of the Task Force on Water Resources and 
Power be increased by adding 3 additional members to be chosen from a list of 
persons who believe in the principle of Federal public power development, such 


as the Tennessee Valley Authority project and other regional multiple-purpose 
developments. 


Resolved further, That 1 each of the 3 new members be assigned to the sub- 
committee now designated as Task Group A, Power Generation and Distribution; 
Task Group B, Reclamation and Water Supply ; and Task Group C, Flood Control. 

Commissioner McClellan, noting that he had seconded such a mo- 
tion at the previous meeting, offered a second to my pending motion. 
At this point Commissioner Sterey seconded Commissioner Flem- 
ming’s motion. 

The upshot of this rather involved parliamentary situation was 
that the substitute motion for public hearings in lieu of a more broadly 
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representative task force prevailed. Thus it came about that the Task 
Force on Water Resources and Power held public hearings through- 
out the country. It was the only task force that held suc oh hearings. 
While I considered that gesture better than nothing, I found no sig- 
nificant evidence that the public hearings modified in any important 
respect the views of the task force as a group. 

In this connection I note that the enabling statute of the Hoover 
Commission vests the hearing authority in the Commission, or in a 
member or a subcommittee of the Commission when authorized by the 
Commission. It is debatable, at the least, whether a task force apart 
from the Commission had proper authority to hold hearings and to 
sit in the name of the Commission, to select the list of witnesses and to 
limit the time those witnesses either fairly or unfairly had. These 
were prerogatives, in my opinion, that should have been exercised by 
the Commission itself, rather than a task force appointed by the 
Chairman. 

I would take up too much of the subcommittee’s time detailing the 
obstacles which confronted me as a Commissioner in connection with 
the Commission’s Report on Water Resources and Power. Perhaps 
two illustrations will suffice. 

Laboring against time and the bulky and disorganized galley proofs 
of the Commission’s report—we had to work from galley proofs, and 
if you have worked, as I know you have, from those, you know the 
difficulty of working from them rather than the printed documents— 
I attempted, nev ertheless, to analyze the major recommendations of 
both the Commission and the task force. In one case I evaluated a 
Commission suggestion that water users on reclamation projects pay 
all but $150 per acre for their benefits. This analy sis was based on 
the final draft, or so I was told, of the Commission’s own report. 

After my dissenting report was written and turned in, someone in 
Mr. Hoover’s office changed the $150 figure in the Commission draft 
to $200, thus putting my analysis oif base so far as the figures were 
concerned (though, in my opinion, not the conclusions). 

I will submit for the record an exchange of correspondence with the 
executive director of the Commission (exhibit 9). In his view this 
alteration of a supposedly final report was explained as an “editorial 
revision and correction for accuracy.’ 

Mr. Jones. Without objection, it will be made a part of the record. 

(The documents referred to are as follows :) 


EXxuHIsitT 9 
JULY 12, 1955. 
Mr. W. HatiAm Tuck, 
Erecutive Director, 
Commission on Organization of the 
Executive Branch of the Government, 
Washington 25, D. C. 


DEAR Mr. Tuck: In a dittoed memorandum dated June 9, 1955, distributed to 
all Commissioners, you sent me what purported to be the final draft of the Com- 
mission Report on Water Resources and Power. Your memorandum requested 
that separate statements or dissents be submitted by a designated date to accom- 
pany the Commission’s report. 

Chapter 9 of the dittoed report, at page 48, put forth certain Commission 
suggestions for reclamation subsidies, citing a figure of $150 per acre. My dis- 
senting statement analyzed, among other things, the possible consequences of 
the proposed $150 per acre subsidy in selected reclamation area. 
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When the Commission report was printed, I began to receive inquiries about 
the $150 figure. Questions were asked about my use of a figure not contained 
in the Commission report. 

To my amazement, I found, upon checking the printed version of the Com- 
mission report, that the $150 figure had been changed to $200 (vol. I of printed 
report, p. 52). This change had been made after the final draft was distributed 
and without my knowledge. 

Certainly this alternation of the report was not an inadvertence, and while 
it may not appear important to some persons, it has the effect of making my 
dissenting opinion appear to be inaccurate in the use of the data in that par- 
ticular. 

This is not the only irregular action on Commission reports after final Com- 
mission approval which has come to my attention. 

In this case, I would appreciate an immediate reply from you as to why this 
figure was changed and who was responsible for the alteration in the final report. 

Sincerely yours, 
Cuetr Ho.irte.p, 
Member of Congress. 


COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT 
GENERAL ACCOUNTING OFFICE BUILDING, 
Washington, D. C., July 14, 1955. 
Hon. CuHet Hovirre tp, 
House of Representatives, 
Washington, D. C. 
DraR CONGRESSMAN HOLIFIELD: In the absence of Mr. Tuck, who is now in 
Europe, I wish to acknowledge your letter of July 12. 
Mr. Tuck is expected to return on July 27 and I will bring your letter to his 
attention at that time. 
Yours sincerely, 
JANET W. SCARBRO. 
Secretary to W. Hallam Tuck, Executive Director. 


COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT 
GENERAL ACCOUNTING OFFICE BUILDING, 
Washington, D. C., August 3, 1955 
Hon. Cuet HO.irFiE.p, 
House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN Horirretp: On my return to this office, I found your letter 
of July 12 to which my secretary had replied advising you that I was abroad. 

In answer to the question raised in your letter, I assume that those responsible 
for the revision of the draft report on water resources and power found it neces- 
sary, for reasons of accuracy, to make the correction to which you refer. 

A reservation had been made before the Commission to the effect that the 
reports, after Commission consideration, were subject to editorial revision and 
correction for accuracy. This reservation was made in respect to every report. 
I must take the responsibility, and state my regrets, that this particular cor- 
rection was not called to the attention of the Commissioners. 

Yours sincerely, 
W. Hattam Tuck, 
Executive Director. 


Mr. Houirierp. In order to emphasize this, it is as though you 
eaten on a committee of the Congress wrote a majority report and 
anded it to the minority, and then the minority wrote the minority 
report based on the contents of the majority report. Then, after 
you turned in your minority report along with the finished majority 
report to the chairman of the committee for printing as a public 
document, the chairman or some member of his staff would deliber- 
ately change a figure in the majority report, which would throw the 
arguments of the minority out of balance. A staff member would 
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not last five minutes on a committee of the Congress who did a thing 
like that; but this is one of the things I was up against. 

The other example concerns a most reprehensible action by per- 
sons in Mr. Hoover’s office who ordered the printing of the Com- 
mission’s report in one volume and the dissenting reports in a sepa- 
rate volume. This was not only an unprecedented action but it was 
highly misleading to the public and, in my opinion, deliberately de- 
signed to be misleading. It is obvious that requests for the Hoover 
Commission Report on Water Resources and Power could be met 
by such warm organizational supporters of the Hoover Commission 
as the citizens committee for the Hoover report, conveniently enclosing 
volume I and omitting volume II. In fact, the citizens committee has 
reproduced volume I in a facsimile of an official Government report. 
Nowhere is it stated in volume I that volume II contains dissenting 
reports. 

I have here before me volume I on water resources and power, con- 
taining 124 pages, and volume II containing 94 pages. In other words, 
the way we do it in the Congress, when we print a majority report, 
and a committee prints a majority report, is that the minority has 
the right. to have a minority report printed and included with the 
majority report. 

Mr. Jones. Did you ever see a report divided ? 

Mr. Houtrrevp. Never in my history have I seen a divided report 
like this. There must have been some reason for it. 

So I called up the Public Printer and I said, ““Was there a technical 
reason why this combination of a little over 200 pages should be put 
in two documents?” He said, “Why, no. You have your Water 
Resources and Power Task Force Report, which contains 1,783 pages, 
in one binding.” 

At this point, as you may well know, I became very indignant. 

Mr. Lipscoms. Mr. Chairman. 

Mr. Jonrs. Mr. Lipscomb. 

Mr. Lirscoms. Mr. Holifield, do you remember the timing on those 
two reports, by any chance? Did the Commission task force report 
get finished a considerable time ahead of the dissenting reports? 

Mr. Hoxrire.p. It is possible. It is possible. 

Mr. Lirscoms. And did they go ahead and print 

Mr. Houirrevp. Wait just a minute. Let me say that the minority 
report came in under the deadline set by the chairman. In other 
words, every time a majority report was submitted to the Commis- 
sioners they set a time of let us say 5 days, or 3 days, or whatever it 
was, that the minority would be allowed in order to submit the minor- 
ity report. That deadline was complied with. That meant that this 
did not go to the press, or it was not necessary for it to go to the press 
until after the deadline. 

Now, I have in writing the minority report, the dissenting reports, 
and I call your attention to the fact that the Attorney General of 
the United States, Mr. Brownell, and Dr. Flemming of the Office of 
Defense Mobilization also had a minority report. I call your atten- 
tion to the fact that Mr. James A. Farley also had a minority report, 
and, of course, my report was also there. So there were dissenting 
reports of four members that were submited all within the deadline. 

r. Jones. Did you have any information or any reason to believe 
that those would be published as separate documents? 
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Mr. Hoxtrrevp. I had absolutely none until I had access to the 
fact, which was after they had been printed, you see, that this had 
occurred. I called up and very frankly raised hell with the director 
of the staff of the Commission on this point. I got no satisfaction from 
him as to why it was done. He would not comment on it. 

Mr. Jones. Were any other recommendations divided ? 

Mr. Hottrrexp. None. 

Mr. Jones. They were all published together ? 

Mr. Horirrevp. All were published together except this one report. 
I had previously signed a circular letter with the other Commissioners 
in which I stated that Mr. Hoover had conducted the hearings with im- 
partiality. Had this occurred before I signed that letter I would have 
refrained from signing that letter, because, in my opinion this is one 
of the most dastardly actions that has come within my purview in 13 
years in the Congress of the United States, 

I will show you why it was a dastardly thing. Not only was the 
minority position, that is, the public power position, denied by placing 
personnel on the task force, but the circulation of the majority report 
denied the minority viewpoints by putting it in separate volumes, You 
may say, “Well, anybody who wants to can get the 2 volumes.” But 
there is nothing in volume I here to show that there is a second dissent- 
ing volume of the report. 

I want to pay my respects at this time to the citizens committee for 
the effectuating of the recommendations of the Hoover Commission. 
T do not have the exact title. This is an organization composed of well- 
meaning citizens. It is a holdover of a previous organization which 
worked on the first Hoover Commission recommendations, and I have 
evidence to show that they have had volume I reprinted in thousands 
of copies and distributed on request to people without volume II ac- 
companying them. If this be true, and I have evidence to show it 
is true, then I accuse the Citizens Committee for the Hoover Commis- 
sion’s reports of the same deceitful procedure as was used by the staff 
of the Commission in dividing the minority reports from the majority 
report. 

Mr. Jones. Let me call your attention to the fact that on this 
volume I the only time in the entire report that you are aware that 
there are 2 reports is on the front of it. “This report is printed in 2 
volumes.” It does not say there is a dissenting report. ‘Then on the 
report on volume I which has been published by the Citizens Com- 
mittee for the Hoover report, on the back page they say, “This is a 
reproduction of volume I as printed by the United States Government 
Printing Office, Washington 25, D.C.” It does not disclose on its face, 
even though it purports to be a complete reproduction, the fact that 
there are 2 volumes of the report. 

Mr. Houtrrevp. In my opinion that is why this was divided. The 
majority report did not dare face the criticism contained in the mi- 
nority report from both Republicans and Democrats which I call your 
attention to, namely, from both Mr. Brownell and Mr. Flemming, who 
were Republicans, and Mr. Farley and Mr. Holifield, who were Demo- 
crats, 

On June 29 I arose on the floor of the House of Representatives 
and I said as follows—anc¢ you will find this in the Congressional 


Record of June 29, 1955, pag as 8148 and 8149: 
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ATTEMPTED CONCEALMENT OF DISSENTING VIEWS ON WATER RESOURCES AND POWER 
REPORT OF THE HOOVER COMMISSION 


The Speaker. Under previous order of the House, the gentleman from Cali- 
fornia (Mr. Holifield) is recognized for 30 minutes. 

Mr. Houirie_p. Mr. Speaker, the long-awaited Report on Water Resources and 
Power of the Hoover Commission is being submitted to the Congr«ss and released 
to the press tomorrow, Thursday, June 30. 

I wish to call to the attention of the Members a most reprehensible action 
in connection with the issuance of this report. 

The separate dissenting statements of four Commissioners—Herbert Brownell, 
Jr., Arthur S. Flemming, James A. Farley, and myself—are not printed in 
the same volume as the Commission majority report. The dissenting statements 
are printed in a separate volume. 

Anyone who glances at volume I—the Commission majority report—would 
get no inkling whatever that four Commissioners have taken exception to the 
report in whole or in part. 

The table of contents in volume I makes no mention of the dissents. The 
text makes no mention of the dissents. There is only the terse legend on 
the bottom of the outside cover that “This report is printed in two volumes.” 

The decision to print the views of dissenting Commissioners in a separate 
volume is & most unusual event. It has never occurred before in the history 
of 2 Hoover Commissions which together issued some 37 reports, not counting 
task force reports. 

I have tried without success to find out who is responsible for this slick 
maneuver which allows the Commission majority report to be distributed with- 
out informing the public that its findings have been challenged. This should 
be the subject of investigation by the committee charged with jurisdiction 
over the report in question. 

The purpose of the maneuver is obvious. The views of the minority can 
be ignored or suppressed by the simple expedient of distributing large quanti- 
ties of the Commission majority report as if it were the complete document. 
This fits in very well with the work of the so-called citizens committee for 
the Hoover report, which advertises the work of the Hoover Commission 
majority, but never presents the views which challenge the Commission majority. 

The decision to break off the dissenting views and put them in a separate 
volume was made without the knowledge or approval of the full commission. 
Had the matter been presented to the Commission, as it should have been, at 
the final meeting on Thursday, June 25, I positively believe that the Commis- 
sion would have turned it down. Why should an exception be made in this 
single report when all other reports of the Hoover Commission contain majority 
and minority views in the same report? 

The gentleman from Ohio (Mr. Brown), who has served with me on the 
Hoover Commission, will bear out my statement that the Commission itself 
was not advised of this trick. I am sure he will agree with me that the Com- 
mission as such would have no part of it. Such unfair and petty maneuver- 
ing behind the back of the Commission is an insult to its dignity and standing. 

I first learned of this development from a newspaperman who had an advance 
copy of the twe separate volumes of the report on water resources and power. 
Then I called Neil MacNeil, the editorial director of the Hoover Commission, 
who gave me some evasive doubletalk, about who was responsible and tried to 
make me believe that the Government Printing Office had to print two volumes 
for reasons of time and binding requirements. 

I hold up the two volumes here and, as any one of the Members of the House 
who are present can see, the two together come to less than one-half inch, which 
is much smaller than some of the task force reports and other reports that have 
been turned out. 

My inquiries at the Government Printing Office make it clear that there were 
no technical reasons for printing the report in this fashion. The report could 
have been printed as a single volume, like all other reports of the Hoover Com- 
mission, in time to meet the deadline of the Commission’s release date for the 
report. Furthermore, printing in two separate volumes is more costly. 


I checked it with the Public Printer. The Hoover Commission was 


supposed to be doing things in an economical way and to be advocat- 
ing economy. 
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After discussing the matter further with those Commissioners whom I could 
contact, I advised the Joint Committee on Printing while the gentleman from 


Ohio [Mr. Brown] spoke personally to Mr. Hoover. 
I might say at this point, Congressman Brown was just as indignant 
about this as [ was. 


As a result of these efforts by Commissioner Brown and myself, and the fine 


cooperation of the Joint Committee on Printing, the Government Printing Office 
will bind together the two separate volumes of the 10,000 copies held by the 
Superintendent of Documents for sale to the public. 


I want you to understand this was the Commission’s reports, and 
in addition to that, as is the custom, the Government Printing Office 
prints for sale to the public. The ones that were printed were printed 
in separate volumes, but I got to them in time and they took off the 
two covers and printed a new cover and printed the ones for sale to the 
public together, due to my intervention. 

Mr. Larscoms. Was the House document printed in 2 parts or 1? 

Mr. Houirterp. The House document was printed in two parts and 
then took a stapling machine and stapled the two together. ey; course, 
all you would have to do would be to do this and they could come apart. 
That was done after my protest that the Members of Congress at 
least should have both sides present in the same document. The com- 
promise was to staple them together with a heavy staple, and that was 
the kind that you gentlemen got in your office, as you know. 


Another 6,000 copies already have been sent to the Hoover Commission for 
distribution through its mailing list. I understand that 600 of these earmarked 
for the Members of Congress will have the 2 volumes clamped together. 


Which was subsequently done. 


It is not my intention, Mr. Speaker, to discuss the contents of the Commission 
report on water resources and power, which will be released tomorrow. I will 
leave that far a later day. My dissenting views on the report analyze in detail 
the majority findings and recommendations. 

I find it necessary, however, to draw attention to a statement made by Mr. 
Hoover in connection with the dissenting views. Mr. Hoover, as Commission 
Chairman, undertook to express a prefatory remark in yolume I], which contains 
the dissenting views of four Commissioners. The sense of Mr. Hoover’s remark 
is that the dissents ignore the Commission’s fundamental purpose and legislative 
mandate or misunderstand the recommendations of the Commission majority 
report. 


And I read to you, because it is very short, the preface by former 
President Hoover : 


SEPARATE STATEMENT BY THE CHAIRMAN 


The members of this Commission are of course free to record their separate 
views which depart from the recommenations of the majority of the Commission. 
However, in respect to the dissents recorded here, some of them ignore the 
fundametnal purposes for which the Commission was created and the directive 
which the Commission received from the Congress. Some others indicate a mis- 
understanding of the recommendations or their implications. 
HERBERT HOover, Chairman. 


I felt very honored, of course, and I am sure the other Commis- 
sioners felt very honored, to have a warning on the front page, or 


page No. 1, by the Chairman, that the other Commissioners did not 
know what they were doing. 


The Members of Congress and the public can judge for themselves when the 
report is released, whether Mr. Hoover’s assertion has any validity. But I must 
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say, Mr. Speaker, that it is a most remarkable thing for the Chairman of the 
Hoover Commission to characterize in a prefactory comment the remarks of 
dissenting Commissioners, after these have been submitted; and furthermore, to 
characterize them as lacking in understanding. Just imagine, by analogy, the 
Chief Justice of the United States writing a preface to dissenting opinions of 
the Supreme Court Justices which asserts that they don’t know what they are 
talking about. 

Those Members who take the time to read my dissenting remarks on the Com- 
mission’s majority report on water resources and power probably will be dis- 
posed to ask themselves: Was it worth almost half a million ddllars to 


undertake this Hoover Commission study of Water Resources and Power? 
I have here the page proofs of the task force study on the subject. They num- 


ber about 1,800 separate pages. Dividing the total cost, each page represents 
an expenditure of about $250. So far the Commission has refused to make 
public the task force report. On Thursday, June 30, the Commission officially 
goes out of existence. As far as I am concerned, there is no longer any justifica- 
tion for keeping the stamp of secrecy on this mass of material. Anyone from the 
press or public who cares to inspect the page-proof copy of the task force report 
on water resources and power after Thursday may do so by calling at my 
office. 

I will say the reason why I said that was up to that time I had been 
unable to get the task force study, which was a public document, pre- 
pared by tax moneys, released to the press for study, notwithstanding 
the fact that it was a matter of great national interest and half a mil- 
lion dollars had been spent on it. 

Mr. Jones. I was a frequent caller at your office, hoping to obtain 
some information. I was one of those you referrs ed to in your speech. 

Mr. Hotiriexp. That finishes my formal statement. At this time I 


have about two pages here, I believe, of points which cover the points 
treated at length in my dissenting re port. If the committee will 


bear with me, I would like to read them into the record at this point: 


DISSENT AND SEPARATE STATEMENT OF COMMISSIONER HOLIFIELD 


My reason for opposing the Commission’s Report on Water Resources and 
Power may be sumimarized as follows: 

1. The Commission has exceeded its jurisdiction in attempting to prescribe 
policies to the Congress and to ask the Congress to repudiate its own policies, 
many of which are of long standing or reflect the evolution of national experience 
in water resource development. 

2. The Commission’s report is based on the investigations of a task force 
mainly inspired by preconceived ideas and personal predilections. The report 
of the task force contains facts wiich are distorted, findings which are unwar- 
ranted, conclusions which are inconsistent, and recommendations which are 
prejudiced. 

3. Earlier recommendations on power which were criticized by members of 
the first Hoover Commission as biased, are reflected in reports of this Commis- 
sion and task force. The engineer members of the task force previously had 
formulated a “national water policy” which anticipates the recommendations 
in the Commission report. 

4. The report submitted by the Commission could have been prepared in a 
few weeks with a small professional staff, at a fraction of the $430,000 expended 
for this project— 


That $430,000 was the amount at that time. Later expenses brought 
it up to close to a half million dollars— 


It was not necessary to create the imposing machinery of a 26-member task 
force, which traveled around the country in the name of the Commission, hold- 
ing hearings, conferring with scores or even hundreds of persons in and out 
of Government, and amassing volumes of studies, merely to document precon- 
ceived ideas 

5. Even though the Commission jumps squarely into the policy field, its 
“nine points” listed in recommendation No. 1 do not add up to the “national 
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water policy” for which the Commission asserts there is an imperative need. 
Some of the points are pious but ambiguous expressions; others are generally 
accepted in present practice. Important policy changes, some of which conflict 
with the “nine points,” are proposed in subsequent recommendations. 

6. Although the Commission report lists numerous allegedly duplicating 
agencies and functions, and harps upon conflicts and waste, there are no rec- 
ommendations (with one ill-advised exception) for basic reorganization, con- 
solidation, or elimination to provide savings and greater efficiency in the agencies 
concerned. Despite a devastating criticism of the Army Engineers’ water 
development functions and an impressive argument for transfer of these func- 
tions to a civilian agency, the Commission recommends that the Army Engineers 
expand their work by taking over the dam-building functions of the Soil Con- 
servation Service. 

7. In fact, the Commission proposes to create more agencies—a Water Re- 
sources Board and an expanded review board or staff in the Bureau of the 
Budget. An unwieldy superstructure would be piled on top of existing agencies 
and interposed between them and the Congress. There is no evidence that 
the new agencies could perform the functions allotted to them without building 
up huge staffs to supervise the numerous water resource activities which, 
according to Commission count, are distributed among 25 major bureaus or 
agencies in Washington and throughout the country. 

8. Except for a general statement in favor of river basin commissions, the 
report pays no attention to the complex problems of organizing regional agencies 
to effectively conduct unified river basin development. The lessons of the TVA 
are ignored. In this respect the Commission has done less than the first Hoover 
Commission. 

9. The report is permeated by a negative and divisive philosophy. One region 
or group is pitted against another in an attempt to show that the benefits of water 
resource development are few and impose an unfair burden on the taxpayers. 
Under the Commission concept, the people of the South and West would give 
up their low-cost power privileges; regional economies would be overturned. 

10. Misleading data are used to support charges of excessive costs or expendi- 
tures in Federal water-resource development. Two cases of misrepresentation 
which I note are the buildup of a hypothetical $25 billion figure as the cost of 
small-dam projects under the soil-conservation program and the citation of pre- 
liminary TVA cost figures, 20 years old, as if they were firm construction 
estimates. 

11. The recommendation to impose user charges on navigable waterways is 
premature without considering equitable charges for all forms of transporta- 
tion. Many railroad arguments find their way into the report. 

12. The Commission suggestions for changing reclamation law defy the his- 
torie relationship between waterpower revenues and reclamation and propose a 
new subsidy arrangement which is regressive in principle. The burden on water 
users would be heavier under the Commission proposals than under those of the 
task force. 

13. Such important resource features as recreation, fish and wildlife conserva- 
tion, and pollution abatement are ignored in the recommendations. Under task 
force criteria for evaluating economic benefits, great natural and scenic values 
could be wiped out from consideration. 

14. The power recommendations follow the private-utility line in that they 
would destroy present benefits of low-cost Federal power development and leave 
future development in the main to private interests. The proposals include heavy 
increases in Federal power rates; a halt to construction of Government-owned 
steam plants and transmission lines; elimination of the 50-year-old preference 
rights of municipal, cooperative, and other local nonprofit distributors of Federal 
power; transferring the power component of new multipurpose dams to private 
utilities or (alternatively) requiring that contracts for power sales from these 
dams be made in advance of construction. At no point does the Commission 
report evince any recognition that the private-utility industry is a monopoly by 
law, that it is insulated from the wholesome competition characteristic of free 
enterprise, and that Federal power projects have beeen the only effective means 
of inducing private-power companies to adopt policies more in accord with the 
public interest. 

15. The proposed repeal of the “preference” provision and stopping the con- 
struction of Government-owned transmission lines, taken together with pro- 
posed rate increases for Federal power and other provisions, would virtually 
spell the death sentence for public agencies and cooperatives in the power field. 
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Local enterprise and initiative reflected in such public agencies do not figure 
in the Commission’s concern for local development. 

16. The identification of electric power with ordinary private enterprise and 
the unwillingness to recognize the public benefits of low-cost Federal power has 
led the Commission to accept fantastic theories and calculations of deficit oper- 
ations at Federal power projects. The Commission purposes to reverse the power 
“yardstick” and make private profitmaking operations the measure of rates to 
be charged on public projects. My calculations show that the Federal power 
program, taken as a whole, has paid its way without subsidy. 

17. The recommendations for existing Federal power projects are made without 
regard to their administrative effect or their consequences for the national econ- 
omy. Impractical proposals are advanced for Federal incorporation of major 
power systems without corporate flexibility, and for State compacts as an alter- 
native. The Commission would turn new multipurpose projects (electrical 
facilities) over to private operators as a continuation of President Eisenhower's 
“partnership policy.” 

18. As an alternative to private ownership and operation of such electric power 
facilities, the Commission would require that advance contracts be mace for 
power sales before any new projects are built. This is an attempt to apply 
the special conditions of Hoover Dam construction to all future projects. 

19. No concern is expressed for the Nation’s rapidly growing energy require- 
ments to sustain the defense effort and a dynamic expanding economy. The 
Commission’s recommendations are useless if not dangerous in the face of 
national defense needs for energy. 

20. Finally, atomic energy, as a new and promising source of electric power 
which poses important problems of Federal agency organization and adminis- 
tration, is completely ignored in the Commission report. 


Those are the 20 points, and they are amplified in my dissenting 
report. 

Mr. Jones. The question I have repeatedly asked about the Com- 
mission’s recommendations is this: The theme of their recommenda- 
tions is that subsidies granted to the people are wrong in principle. 
Yet nowhere in the Commission’s report do they find “that subsidies 
paid to the private utilities in the form of tax amortization are sub- 
sidies. Can you account for the fact that it was not taken into con- 
sideration by the Commission ? 

Mr, Ho.trrevp. Well, this would have been one of the points that a 
minority staff member ‘would have brought out. The private utility 
companies of California and of the Nation have received hundreds of 
millions of dollars, yes, billions of dollars of tax amortization cer- 
tificates allowing them to writeoff in a short period of time, 5 years, 

rather than the usual writeoff period of 40 years for a utility, their 
complete capital investment. This is done on the grounds that elec- 
tricity is necessary for the national defense. No, there was no word 
said of that type of subsidy. There was no word said of subsidies in 

many other fields which are paid by the Government to industry. 

Mr. Jones. Then the Federal Government is subsidizing, using the 
same word—and I do not consider it a subsidy—the Atomic plant at 
Oak Ridge, Tenn., which takes one-half of all the energy produced by 
the Tennessee Valley Authority. If the rate were to be raised 1 mill 
it would increase the cost of electricity to the Atomic Energy Commis- 
sion $51 million annually. If the power rate were increased—in 
other words, if TVA were made in the image of a private utility 
and you added that additional cost of income taxes which they insist 
all of these public functions must pay, then the taxpayer is going to 
pick up the bill again. 

Now, nothing ‘such as that is pointed out either in the task force 
or in the Commission’s findings, that there would be those savings 
to the Federal Government. 

70818—56 
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Mr. Houirrevp. That is right. And that, of course, applies to Han- 
ford and Los Alamos and all the other areas that receive power from 
these multipurpose public dams. 

You have been very patient with me and I would like to impose on 
you for just a few minutes more to make some remarks which I think 
present my position in this matter. I have never been known as a 
public-power advocate to the exclusion of prrvate power. I have felt 
that I have been forced into the position of defending public power 
because of the unfairness of the procedure in this matter. I would like 
to state my feelings on this subject. 

First I want to say that I have appreciated the privilege of testify- 
ing before your subcommittee. 

Your industry and interest in this important field to our Nation 
and especially to our western arid States is to be commended and is 
certainly an example of the continuing weeks of work which occupy 
the time of individual Congressmen, when Congress is not in session. 
The public should know and appreciate that congressional hearings, 
such as yours, are undertaken voluntarily by congressional subcom- 
mittees, and that they involve weeks of study, travel, and work by 
individual Congressmen and their staffs, who must of necessity absent 
themselves from the pressing problems of their own congressional 
districts. This they do because of their dedication to problems which 
affect the Nation in many cases far more than their own congressional 
districts. 

California has been blessed in many ways by nature, but nature did 
not give us the blessing so vital to our existence, an abundant supply of 
fresh water. This omission from our list of blessings has not pre- 
vented the development of our great State. Californians, from the 
earliest days of our history, have struggled against this deficiency and 
have conquered intervening deserts and mountains extending for hun- 
dreds of miles from our great population centers and our productive 
valleys. We have brought water from the snow-laden lakes of the 
Sierra Nevada Mountains to the north, and from the great Colorado 

tiver hundreds of miles eastward. We have developed and are even 

now developing every source of water within our boundaries, for the 
teeming millions who have chosen and are choosing daily our State as 
their permanent residence. 

Water is the lifeblood of our existence, and upon an ever increasing 
suppiy of water depends the future growth of our population, the 
further development of our agriculture and the increase of our 
industry. 

Coupled with water and almost equally important is the necessity 
for an abundance of electrical energy, because our economy rests upon 
the electrical kilowatt. This electrical energy must be reasonable in 
price if we are to develop competitively our great industrial poten- 
tinl—if we are to serve the conveniences of modern life required by our 
i314 million people and the uncounted millions yet to settle in 
California. 

For more than 18 months the members of the Commission studied 
national problems. It was an exacting duty which required thousands 
of hours of study of the monumental collections of data, documents, 
summaries, and task force reports, and staff members’ analyses and 
evaluations. 
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It was also a rewarding experience in many ways. It furnished 
me, as a Congressman, an ‘opportunity to broaden my base of know]- 
edge of Government functions. It gave me an opportunity to serve 
with men of diverse backgrounds of experience and environment and 
with many shades of opinion on the important subjects we studied. 
To all of these men I grant without question sincerity of purpose. I 
have made no personal attack on my fellow Commissioners in the 
past, nor will I in the future. I reserved the democratic right of 
personal judgment and the right to express differences in the minority 
reports where such differences existed. 

Now I wish to make a general comment on this public versus private 
power problem. 

Our national policy in regard to use of nationally owned power 
sites and water uses has been established in the crucible of national 
legislatures since 1882. Our great electrical energy systems, both pri- 

rately owned and publicly owned, have been developed concurr ently 
under State and national laws. Both systems are sanctioned by law 
and their right to exist and expand has been upheld by State and 
national Supreme Courts many, many times. They are both recog- 
nized and legalized—they are equally part of the American tradition. 

Neither system functions in a free competitive atmosphere as is the 
ase of most of our free enterprise endeavors. 

Both systems operate under privileged franchises and are protected 
against competition, in the ordinary business sense. Both systems 
must live under Government regulations—State or national regula- 
tion which has a dual purpose: 

1. The protection of the captive customers against monopolistic 
abuses, and 

. The protection of the capital investment as to stability, and in 
the case of private investment, a fair earning power. 

Any attempt on the part of the partisans to portray private utilities, 
operating under monopolistic franchise, as truly representative of 
private competitive enter prise, is therefore false. 

Any attempt to portray in a derogatory way, as socialistic or un- 
American, municipally owned utilities, such as the great Los Angeles 
water and power utility, or nationally owned power- producing proj- 
ects, such as Hoover Dam or TVA, is equally false and misleading. 

As an individual and as a Congressman, I believe there is an honor- 
able place in our American economy for both private and publicly 
“— utilities. 

I do not believe that either private or public utilities should be 
destroyed, one at the expense or advantage to the other. 

We need the private investment and private reward for initiative 
and service as embodied in a properly regulated private utility. 

We also need public power operations and service as an ever-present 
“vardstick” to ascertain without bias the costs that are involved in 
this field where normal competition cannot be a leveling factor in 
rate changes. 

Where private investment businesses operate in a noncompetitive 
field by virtue of monopoly franchises—they must be subject to public 
regulation, and such regulation, particularly i in the setting of rates, 
must rest upon independent cost of operation data. 

I stress the words “independent cost of operation data.” 
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Public power utility operation, whether on the municipal or na- 
tional level, helps to provide that independent operation cost data— 
it effectively removes the mystery which tends to surround utility rate 
determinations. It provides the public with responsible public in- 
formation, so that they can demand of their public utility regulatory 
bodies a fair determination of the rates which as captive customers 
they are forced to pay their monopolistic utility service suppliers. 

I want to stress this point. In my residence in Montebello, I am a 
captive customer of the Southern California Edison Co. I cannot 
conceivably get electricity from any other source. In the city of Los 
Angeles the people of this area are the captive customers of the Los 
Angeles Water and Power, a municipal operation. They cannot get 
their juice from any other place. In both instances these businesses 
enjoy a monopoly—a monopoly which the grocery store man, the 
service station man, the department store man, and all of the rest of 
the small-business men and large-business men of our communities do 
notenjoy. It is a preferred monopolistic status of either the Southern 
California Edison Co. or the Los Saasiee Water & Power Department. 
Therefore they are in a special class and any attempt to put them in the 
class of free enterprise such as an ordinary competitive industry is, 
is false and misleading, and deserves the condemnation of fair and 
honest men everywhere. 

The majority report of the second Hoover Commission did not 
agree with the principles I have outlined. 

The majority of the Commissioners signed a majority report, whose 
recommendations would destroy Federal public power projects now 
in existence, and impose conditions for financing and operations so 
onerous that future Federal public power projects would never 
materialize. 

The 26-man task force, appointed by Mr. Hoover, was composed 
of prominent men, all of whom were proponents of exclusive private 
utility operation and antagonists toward any type of nonprofit public 
utility service. I documented this charge by submitting to the Com- 
mission a list of biographies of task force members. The task force 
studies in three voluminous volumes substantiated my charge of bias 
and prejudice in favor of the private utility position. The unanimity 
of their conclusions in this controversial field proves that the 26-man 
task force was composed of men of the same ideological convictions 
regarding their approach to the public-private power philosophy. 

I recognized that Mr. Hoover had selected men for the task force 
who were favorable to his own philosophy in this field. I therefore 
suggested that at least three men known to be favorable to the public- 
power position be placed on the 26-man task force. After 90 days of 
delay the principle of my proposal was voted down by a vote of 7 to 5. 
I state at this point that most of the Commissioners, if not all of those 
who voted with me—voted on the basis of the fairness of my proposal, 
although personally stating their affiliation with the private utility 
philosophy. 

I state, therefore, that the study of the task force, the data they 
accumulated and the recommendations which they made are biased 
and prejudiced in favor of the private utilities—their work did not 
have the benefit of exposure to the public power position. A half 
million dollars of the people’s money was spent by this task force, 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2817 


but the result was a biased, unfair report without benefit of opposing 
argument or data from task force members representing the opposite 
viewpoint. The Commission, in basing their report and recommenda- 
tions on such a biased study, were of course confronted with a one- 
sided compilation of information. 

According to the Commission’s report, volume 1, page 89 (Water 
Resources and Power), the kilowatt capacity of generating plants in 
the United States as of December 1, 1953, was as follows: 


Privately owned 87, 053, 000 
Publicly owned 


(Federally owned 11,358,000, nonfederally owned 8,942,000.) 


I submit that the users of more than 20 percent of the electric energy 
generated in our Nation were entitled to have their viewpoint pre- 
sented in a study authorized by the United States Congress and fi- 
nanced by a half million dollars of public moneys. In denying the 

roponents of the opposite viewpoint their day in court, the second 
eae Commission did not advance their cause, in my opinion. 

The American people do not want to be spoon fed by their public 
servants, and above all, they do not want to be deceived by prejudiced 
‘conclusions based on biased and incomplete information. 

The American people are capable of evaluating a problem if given 
all the factors involved. They will repudiate the biased recommenda- 
tions of the second Hoover Commission’s Report on Water Resources 
and Power. 

Mr. Jones. Thank you very much, Mr. Holifield, for your time and 
the testimony that you have given to his committee. Certainly it 
will play an important part in the consideration of this matter and in 
our Selibeuntiona, 

Before you leave, I would like to ask you one question. In the 
event that the recommendations of the Hoover Coninission become ef- 
fective, how would that affect the future resource development in the 
State of California ? 

Mr. Hottrtetp. If the terms and recommendations that the Hoover 
Commission made were put into effect, in my opinion there would be 
no further Federal development of power projects in the State of 
California or in the Nation. If they were put into effect, the rates of 
the people in the Los Angeles area and in the surrounding areas where 
private utilities have to compete with the municipal rate in Los 
Angeles, which is a low and favorable rate, would go up. This would 
occur throughout the United States. 

The history of public power projects shows that everywhere a pub- 
lic power project goes in, like waves in a pond where a rock is dropped, 
as the waves go out from the center where the rock was dropped, 
the utility rates become higher and higher, and the closer to the public 
utility the cheaper the rates. Yet the private utilities are making 
more money than they ever made in their lives. Their capital in- 
vestment is growing and the dollar worth of their great empires is 
increasing almost beyond measure. They are guaranteed a fair re- 
turn on every dollar which they put in from their earnings. 

Mr. Jones. How would it affect the operations of existing projects, 
that is, how would the adoption of these recommendations affect it? 

Mr. Hortrtevp. The existing projects which are finished, you mean ? 

Mr. Jones. Yes, sir. 
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Mr. Houtrie.p. It would eventuate in a short length of time in 
the assimilation of those public power projects by the surrounding 
utilities. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. No questions. 

Mr. Jones. Again let me thank you, Mr. Holifield. 

Mr. Houtrievp. Thank you very much and thank you for your 
patience. I am glad to place on the record all the information which 
heretofore has not been on the public record, and which I think should 
be on the public record. 

Mr. Lipscoms. Mr. Holifield, you served on the Hoover Commis- 
sion, which went into some 20 subjects and issued some 20 reports, I 
believe, in sum total ? 

Mr. Houtrievp. Yes. 

Mr. Lirscoms. You would not say that all of the recommendations 
of the Hoover Commission are not valuable in order to bring about 
economy and efficiency? The ones you specifically mentioned in your 
talk you have objection to, but there must be in your opinion some 
recommendations that would be worthwhile for the Congress to look 
into? 

Mr. Hottrierp. In many of the reports of the Hoover Commission 
you will find worthwhile recommendations. I take pride in the fact 
that I worked at all times on the Hoover Commission with the con- 
structive viewpoint. I tried in every instance that I could to make 
every recommendation a good recommendation. Hundreds of the 
recommendations were changed in a minor way, in some instances, 
and in some instances completely changed, as a result of the sugges- 
tions I made. No group of 12 men working together as we worked 
together in personal amity, regardless of our viewpoints on different 
subjects, could help but make some constructive suggestions. Each 
one of the reports that I thought deserved a minority dissenting 
opinion, I wrote those dissenting opinions and I confined them to 
those points that I thought needed calling attention to. 

I am content to let the records speak for themselves, and the record 
of my dissents stands on that basis. 

I understood there was some reference yesterday to the fact that 
someone would testify in respect to my dissenting report. I hope 
that if that request is made that the chairman will let them, because I 
would welcome the testing of the points made in my dissenting report 
in the crucible of public cricitism and public evaluation. 

Mr. Jones. Thank you very much, Mr. Holifield. I again want to 
thank you and invite you to sit with us if you have time this afternoon. 

Mr. Hottrte.p. I am sorry, but I have other duties in my own 
congressional district which I am obligated to discharge this after- 
noon. I would enjoy very much sitting with you and questioning 
some of the witnesses. 

Mr. Jones. I understand the difficulties in tending to the home 
fires, with the many people to see you and the many abitie duties you 
have to perform. 

Again thank you, Mr. Holifield. 

The next witness will be Mr. Harvey O. Banks, acting State engineer,. 
appearing for the Governor of California, Goodwin Knight. 
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STATEMENT OF HARVEY 0. BANKS, ACTING STATE ENGINEER; 
ACCOMPANIED BY NORMAN STURM, ECONOMIC ANALYST; PORTER 
TOWNER, ASSOCIATE ATTORNEY; LUCIAN MEYERS, SENIOR 
HYDRAULIC ENGINEER; AND HAROLD DAVIS, SENIOR ELECTRI- 
CAL ENGINEER, STATE DIVISION OF WATER RESOURCES, STATE 
OF CALIFORNIA 


Mr. Bangs. Mr. Chairman and members of the committee, Gov- 
ernor Knight regrets he cannot be here in person because of prior 
commitments and has directed me to present the views of the State 
of California with respect to the Hoover Commission reports. 

Mr. Jones. Thank you very much. I hope you will give our greet- 
ings and felicitations to the Governor and tell him that he has sent 
a good representative to speak for him. 

Mr. Bans. I hope you are correct. We will see. 

May I introduce the members of my staff who are here with me, 
who are experts on matters of Government-State relations, as far as 
California 1s concerned. They are: Norman Sturm, economic analyst: 
Porter Towner, associate attorney; Lucian Meyers, senior hydraulic 
engineer; and Harold Davis, senior electrical engineer. 

Mr. Lirescoms. Mr. Banks, Mr. Jones had to step out for a moment. 
I think if you will start your testimony, we will be able to proceed. 

I might say that a Republican is now in control of the subcommit- 
tee—and this is one of the rare times. You can just go ahead. Mr. 
Jones is back now. 

Mr. Banks. In response to letters from Hon. Glenard P. Lipscomb, 
member of your subcommittee, which were sent to Gov. Goodwin J. 
Knight and to Mr. Frank B. Durkee, director of the department of 
public works, Governor Knight has directed me to present the State’s 
comments on water resources and power recommendations which 
were transmitted to the Congress in June 1955, by the Commission on 
Organization of the Executive Branch of the Government. 

In submitting these views and comments, an endeavor has been made 
to analyze the Commission’s recommendations in light of policy po- 
sitions previcusly taken by the State in its official reports submitted 
to the President's Water Resources Policy Commission in 1950, and 
again in 1954, to the Hoover task force on water resources and 
power. Copies of these two reports, together with the formal state- 
ment prepared for you today, have been submitted to each one of 
you. They comprise a full statement of California’s views on Federal 

water and power policies. 

In preparing the latest statement, consideration was given to the 
full text of the Commission’s report contained in volume 1, and to the 
individual minority statements in volume 2. However, for the sake 
of brevity, this statement of views is largely limited to the 15 recom- 
mendations of the Commission. 

In order to shorten the verbal presentation of the State’s views 
at this time, I propose to give a somewhat condensed version of them. 

The State of Celitorrsa concurs with the Commission’s recom- 
mendation No. 1 (a) to the effect that water resources should be 
developed to assure their optimum use and their maximum contri- 
bution to the commonweal of the people of the United States. 
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Re recommendation No. 1 (b), that water resources development 
should be undertaken generally by drainage area, we agree, subject 
to the following provisions: 

1. Drainage areas should be the minimum consideration of area 
inasmuch as adequate water resource development and distribution 
require exportation of surplus water from one drainage area to an- 
other, and that plans must be comprehensive to achieve this objective ; 

2. Such comprehensive development cannot be exclusively Federal, 
inasmuch as Federal financing capability appears to be wholly inade- 
) 96 to fully meet the immediate and future water and power and 

ood-control requirements of the country. 

I may say in California it would be necessary to transport water 
many hundreds of miles to service our water needs—very far from the 
basin in which they originate. 

3. Under a Federal development where a “basin account” is in- 
volved, the plan should be authorized by the Congress, be subject to 
approval by the water agencies renicmcalls § the plan should be designed 
as a progressive or stage development, and all planning for major 
projects should consider the broad concept. 

Re recommendation No. 1 (c), in which the Federal Government 
would assume certain responsibilities to promote the national interest 
and objectives or undertake projects that local interests cannot under- 
take, we feel that there is a vagueness in the meaning of the terms 
“national interest” and “broad national objectives.” 

Mr. Jones. Did you find anyplace in the report where it defines the 
“broad national objectives” or the “national interest” ? 

Mr. Banxs. We do not find those definitions, sir. 

These terms should be substantially defined. We are in accord with 
intents to increase non-Federal initiative and enterprise in water re- 
source development. 

In connection with recommendation No. 1 (d) that the Federal Gov- 
ernment should take account of the rights and laws of the enpareey 
States, we feel that in view of the threat to State control over the use 
of water by extension of the theory of Federal paramount rights, ac- 
tion by the Congress is urgently required to more definitely provide 
that in the construction of Federal projects, there should be strict 
compliance with local water law and customs. This subject has been 
rendered acute by the facts and holding in the Pelton Dam case. 
Briefly, the United States Supreme Court in that case held that a 
Federal Power Commission license may be issued to a power company 
in Oregon for use of water on a nonnavigable, intrastate stream, even 
though the State, under its water laws, would not allow construction 
of the proposed project. In the Pelton case, overriding jurisdiction 
of the Federal Power Commission was based solely on the ground 
that the project would be built on Federal “reserved” land. This case 
already has had broad repercussions. 

It is also urged that the Congress require that before projects au- 
thorized by the Congress are seared. and as a prior condition to 
appropriation for construction, an application to appropriate the 
water required for the project be filed by the Federal construction 
agency with the appropriate State, and reasonable assurance be given 
by the State to the Federal construction agency that sufficient water 
is available, and that an ultimate license will be issued to cover project 
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water requirements. In a few instances the United States Bureau of 
Reclamation, notably in the Santa Maria project, has followed such 
policies. However, for the most part, the Bureau has not complied 
with the foregoing policies. Such requirement should become a 
matter of national policy. Close coordination will also be necessary 
in the construction and operation of all major water projects in the 
State in the future if we are to achieve our basic objective; namely, 
the most efficient and economic conservation and distribution of the 
State’s waters. 

In response to State legislative directive to the State Water Re- 
sources Board, the Division of Water Resources, as the engineering 
agency for the Board, is currently formulating the California water 
plan, which will provide for the fullest practicable control, conserva- 
tion, development, protection, distribution and utilization of all of 
the State’s water resources for all beneficial purposes in all areas of 
the State. 

It is anticipated that after public hearing and any necessary re- 
visions resulting therefrom, the Board will approve this plan and 
transmit it to the legislature with the recommendation that it be 
adopted by the State as the master plan for development of the State’s 
water resources, to which further developments by all agencies should 
conform within reasonable limits, as may be determined from time 
to time. 

Regarding recommendation No. 1 (e), that the Federal Government 
should provide advisory assistance to non-Federal agencies that are 
indeataiiae water and power development projects, as a statement 
of general application we agree, but only if the advisory assistance 
provided is on a permissive basis. California is not presently in need 
of such assistance, although coordination is essential. This is not to 
say that Federal cooperation and assistance is not required or neces- 
sary in implementing the State’s water resource development. This 
is not to say that this will not require the cooperation of Federal, 
State, and local agencies. 

Mr. Jones. Now in this recommendation that the Federal Govern- 
ment should provide advisory assistance to those local and State 
agencies that are undertaking water resource and power develop- 
ment projects, is that based on the belief that the Federal Govern- 
ment is not now furnishing engineering and hydrologic data that 
might be sought by the State? Do you know of any instance in which 
the Federal Government deliberately has withheld information of 
a technical or general nature from the State of California? 

Mr. Banks. Not to my knowledge. 

Mr. Jones. Has the Public Health Service withheld information 
which they have accumulated, from your State? 

Mr. Banks. I do not recall of any such instance. 

Mr. Jones. Or the Corps of Engineers, or the Bureau of Recla- 
mation ? 

Mr. Banks. May I say that in the matter of technical data, Chair- 
man Jones, we have had excellent cooperation from the Federal agen- 
cies. We work with them. 

Mr. Jones. So in the matter of advisory assistance, it has been 
forthcoming. I should not say advisory assistance, but assistance 
from Federal agencies which are participating in resource develop- 
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ment in the State of California. They have not withheld informa- 
tion from the State agencies. Is that right? 

Mr. Banxs. Not on a technical basis. I would like to point out 
also that perhaps more or less we have been of some assistance to 
them too. 

Mr. Jones. There has been an interchange of information between 
you throughout the years. Is that right? 

Mr. Ban«s. Yes. 

Mr. Lipscoms. I assume in your statement you mean it should con- 
tinue on about the same basis as it has been. 

Mr. Banks. Our point is, and the main point we would make here 
is, that there has been some lack of coordination in planning, but not 
in the interchange of technical data. I could go into the specific in- 
stances if you desire, but we feel that perhaps there is a little more 
need for coordination and correlation in planning than in a few in- 
stances has been the case. But I think that can be worked out. 

Mr. Lirscoms. Are those kinds of instances pretty common through- 
out the other States of our Nation? Do you know? 

Mr. Banks. Tamsorry. Ihave no idea of that. 

Mr. Liescoms. I thought maybe in one of your meetings or some- 
thing of the sort, that had been discussed. 

Mr. Banks. It may have, and parenthetically, may I insert that 
I am fairly new at this particular job. So there may be some back- 
ground here with which I am not too familiar. 

Mr. Liescoms. I am glad to see you in your position, Mr. Banks. I 
think it was a worthwhile : appointment. 

Mr. Banxs. Thank you. 

Regarding recommendation No. 1 (f), that the project should be 
economically justified and financially feasible before it is authorized 
by the Congress, we agree. 

Regardin g recommend: ation No. 1 (g), that one Federal agency 
should be made responsible for collecting and reviewing the adequacy 
of hydrologic data, we do not agree. All operating agenc ies—such as 
the Bureau of Reclamation, and the C orps of Engineers—must neces- 

sarily collect hydrologic data. No one agency could be capable of 
collect ing, let alone analyzing, the immence amount of hydrologic data 
of all kinds needed, unless a new super-agency of large proportions is 
created. A substantial part of the objec tives of the Commission’s rec- 
ommendation can be obtained through the better coordination between 
existing agencies. 

We disagree with recommendation No. 1 (h), that the Federal 
agencies should pay all cash revenues to the Treasury as miscellaneous 
receip ts and receive an annual appropriation for cash operating ex- 
penses. We disagree to the extent, at least, that the rec -ommendation 
Ww ould =n the Reclamation Fund into which are paid revenues 
from various sources. The return to the fund of the interest com- 
ponent ‘of the power rates is, however, objected to. The California 
position is in opposition to hidden subsidy, that while net power rev- 
enues should assist irrigation, the interest payable on project power 
and municipal and industrial water should be accounted for and paid 
into the Federal Treasury as compensation for the use of the funds 
advanced. 
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California has not approved recommendation 1 (i), that regula- 
tion of rates for sale of electrical energy by all Federal agencies be 
vested in the Federal Power Commission. “California has not ex- 
pressly approved this recommendation. However, in the State’s policy 
statement of 1954 to the task force of the Commission, the State recom- 
mended that a Federal uniform rule and policy be adopted for power 
rates and for the allocation of project costs upon which power rates 
are based. 

With respect to recommendation No. 2, which proposes the creation 
of a Water Resources Board, we agree in principle. However, the 
statement preceding the recommendation, and the recommendation 
itself, are not broad enough. California is on record in favor of a 
Water Resources Board in the executive branch which shall be re- 
sponsive to both the President and the Congress. Such board should, 
however, be granted appropriate powers to superv ise and correlate the 
collection of hydrologic data; review all proposed Federal develop- 
ments; adopt uniform financie al and other criteria to be used in evalu- 
ating such developments; make broad policy determinations and 
recommendations regarding all water resource development; and to 
make recommendations as to whether specific, proposed projects, are 
economically feasible and in conformity with national objectives and 
are in the public interest. More specific duties would then devolve on 
the Bureau of the Budget to evaluate and make recommendations as to 
whether appropriations by the Congress for the construction of spe- 
cific, proposed projects, approved by the Board, should be made in 
any fiscal year in view of the proposed annual budget and the 
President’s program. 

tecommmendation No, 3, that the staff of the Bureau of the Budget 
be strengthened, if necessary, as will enable it to perform the function 
of evaluation of projects, we agree, subject to our comment submitted 
with respect to the foregoing recommendation No. 2. In order to 
avoid duplication of investigation and analysis of projects, the 
Bureau of the Budget should concern itself primarily and principally 
with selecting from the Board’s approved pr ‘ojects those projects 
which, in the ‘light of the President's program an d related bi idget: ary 
requirements, s shou Id be recommended for authorization and construe 
tion by the Congress. The State aflirms the principle that the Con. 
gress must have the primary responsibility in the authorization of 
projects. 

With respect to recommendation No. 4, that the Congress amend 
the present acreage limitations so as to meet the local conditions, we 
agree. California i is on record against the application of the acreage 
er iotion in areas and under circumstances where they are not rea- 
sonably applicable. There is urgent need for the Congress to amend 
the 1}: and lumitation provisions of recl: un ition law in view of the many 

varying farm crop production and other conditions existing in the 
Western States, particularly, as in California, where extensive pump- 
ing of underground water is required, and where public lands are not 
involved and only supplemental water is furnished. In this connec- 
tion, attention is called to the act of the 83d Congress, 2d session, au- 
thorizing the Santa Maria project in California in which the land 
limitation provisions shall not be ane able so long as the water 
utilized on project lands is acquired by pumping from underground 
reservoirs. 
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We disagree with recommendation No. 5, that the revolving funds 
be abolished and all moneys payable into these funds be covered into 
the general fund of the Federal Treasury. Our reasons for this 
opposition, with the exception of return to the Federal Treasury of 
interest earned on interest-bearing features of Federal projects, is 
contained in our previous statement on recommendation 1 (h). | 

In connection with recommendation No. 6, that the construction 
of headwater dams by the Soil Conservation Service be transferred 
to the Corps of Engineers, attention is called to Public Law 566, 83d 
Congress, 2d Session, authorizing the Secretary of Agriculture to 
lend Federal financial and planning assistance to local districts in 
their construction of watershed protection and oil conservation proj- 
ects. It is believed that this law should be given a fair trial. Water- 
shed protection, including the construction of small headwater dams 
and related features, is a necessary part of an overall and coordinated 
water resource development program. It is further believed that 
the necessity for the proposed transfer of functions has not been 
established. 

Coordination with the Corps of Engineers’ works is, however, essen- 
tial. 

Recommendation No. 7, that all projects declared obsolete or un- 
sound by the Chief of Engineers should be removed from congressional 
authorization. We agree with the objectives of this proposal, but 
the proposal should not be limited to Corps of Engineer projects. 
All obsolete and unsound Federal projects should be removed from 
congressional authorization and the Gungten alone should possess 
the power to deauthorize. 

In regard to recommendation No. 8, that all craft, except smaller 
pleasure craft, be subject to a user charge on federally developed 
inland waterways, inasmuch as the use of inland waterways in Cali- 


fornia is relatively minor with respect to the total volume of traffic, 


the State has taken no position on this matter. It is pointed out, how- 
ever, that the proposal, standing alone, is only a partial and entirely 
inadequate treatment of the problems of reimbursable cost involved 
in water resource development, and we hope that further study should 
be made of the proposal in relation to all elements pertaining thereto. 

With regard to recommendation No. 9, that the Federal Power Com- 
mission fix rates on Government power sales at such levels as will 
eliminate certain inequities, amortize the Federal investment in power, 
and provide payments in lieu of taxes to State and local governments, 
we comment only to the extent that in line with our comments on rec- 
ommendation 1 (i) we agree generally that a uniform policy should 
be adopted relative to methods of fixing power rates on all Federal 
projects. There is a marked lack of uniformity in the methods used 
in fixing the rates for power on Federal projects. As power features 
of Federal reclamation projects are intended to aid irrigation, it is 
believed that sound business principles and criteria should govern 
in fixing power rates. In no event should cheap power be the sole 
objective. 

The State has no present position on recommendation No. 10, that 
Federal agencies cease the building of steam plants and provide for 
interconnection with the grids of neighboring power systems. It is 
recognized that there may be situations requiring Federal steam plants 
in order to firm hydroelectric power. Generally, however, the Fed- 
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eral Government should not build such plants where firm power is 
available, and where existing or planned local powerplants and sys- 
tems are available for the interconnection of powerloads. 

Mr. Jonxs. Let me ask you a question there. Do you make that 
statement without qualification, that if the Government corporation 
is generating hydroelectric power and there is need for firming up 
hydroelectric power, rather than having them construct a thermal 
plant they should go out and buy even high-priced power? 

Mr. Banxs. Mr. Jones, we do not make any general statements on 
the thing. We think each situation will have to be studied in the light 
of its particular circumstances. We have no firm position on that 
matter. We believe, as I say, that each case must be studied on its 
individual merits. 

Recommendation No. 11 (a) states that private utilities be permitted 
to purchase a fair share of Federal power. Again the State has no 
stated policy on this proposal. Perhaps Federal reclamation law, 
and other Federal laws, should be amended to more definitely provide 
for the cooperation of the Federal Government, State and local dis- 
tricts, and private enterprise in the development and utilization of 
power from Federal projects. It is believed, however, that the pref- 
erence clause in Federal reclamation law should be preserved to the 
greatest extent possible, and that “wheeling contracts” should be nego- 
tiated wherever feasible for the delivery of Federal power. 

Recommendation 11 (b), that no further building of transmission 
lines be undertaken where such transmission service can be provided 
by non-Federal agencies. With reservations, and depending upon 
conditions in any given instance, we agree with this recommendation. 
Duplication of existing facilities should be avoided wherever possible. 

With respect to recommendation No. 12, which specifies that certain 
projects be incorporated under and made subject to the Government 
Corporation Control Act, and recommendation No. 13, that such proj- 
ects secure their future capital requirements by issuing their own secu- 
rities to the public and, with respect to recommendation No. 14, that 
representatives from the States concerned should be included as mem- 
bers of the proposed Government Corporation Control Board, Cali- 
fornia has no stated position. Such proposals would require further 
study. However, it appears that recommendation No. 13 might elimi- 
nate the principle of nonreimbursable funds for costs allocated to flood 
control and interest-free funds for costs allocated to irrigation devel- 
opment. California favors the preservation of both of these principles. 

Recommendation No. 15, which provides for an increase in private 
enterprise participation in power development projects sponsored by 
the Federal Government. <A specific policy position has not been 
adopted by the State relative to private or non-Federal development 
of the power component of Federal projects. This does not mean that 
the State is opposed to joint efforts of Federal-State, local public 
agencies and private enterprise in the development of water resources. 
In any case, such development of power features should not be limited 
to private agencies, as seems to have been recommended in 15 (a). If 
private or public agencies are allowed to construct power facilities and 
use “falling water” on Federal reclamation projects, conditions of 
such participation should include some form of financial aid from 
power in ontier that the cost of irrigation water may be kept within 
the ability of water users to pay. 
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The Division of Highways of the California Department of Public 
Works has requested me to point out that serious impediments exist 
to highway development by reason of navigation clearance require- 
ments and inflexibility of present law and procedure with reference to 
Federal lands withdrawn for power purposes. Furthermore, it is 
necessary to include sufficient funds in all flood control and water and 
power projects to provide highway relocations made necessary by such 
projects. 

That concludes our statement. It is a somewhat abbreviated sum- 
mary of the formal statement. I did not want to take up too much of 

our time and I appreciate very much the opportunity of appearing 
fore you. 

Mr. Jones. It was certainly good to have you, Mr. Banks. Do you 
have any personal views on the recommendations ¢ 

Mr. Banxs. My own feeling is that as far as the final Hoover Com- 
mission report is concerned, that on many very important matters it 
skirts around the edges. For instance, in the report itself the matter 
of reimbursable costs and how they are to be allocated, and what 
constitutes reimbursable costs, I think should have been treated more 
adequately than it was, and some definite recommendations should 
have been forthcoming with respect to this. 

In general, that is my feeling from the rather hasty perusal we 
have been able to give the thing in advance of this hearing. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirscoms. Mr. Banks, do you have any idea how much the State 
of California spends on their water projects and water resources 
studies, investigations, and so forth? 

Mr. Banxs. Well, I will give you one figure which may begin to 


indicate the magnitude of the thing. The annual eee for 


the past 5 years to the water Resources Board for the development 
of the California water plan—and this is planning and it is not a 
collection of basic data, although there is some to be collected—but 
primarily planning has run in the order of $600,000 a year. I could 
give you the exact figures or could get them. I believe that is correct, 
Mr. Myers. Is that right ? 

Mr. Myers. That is about right. 

Mr. Banks. That is just the development of the California water 
plan. There are other activities in addition to that of a planning 
nature. Of course, the State pays about half of the cost of stream 
gaging in the State in cooperation with the Geological Survey. The 
budget for my division alone, including all of its administrative 
functions, runs around $1,200,000. That 1s my division and exclusive 
of the $600,000 for the water resources board. 

Mr. Lipscoms. What is the State of California doing with regard 
to water pollution within our State ? 

Mr. Banks. The State of California in the 1949 general session 
completely revised the water pollution control laws in the State. They 
separated the control of those aspects of disposal of sewage and in 
dustrial waste which affect the public health from what we might 
term the economic aspects or economic effect of disposal. The health 
aspects are left under the control and jurisdiction of the State and 
local health departments. The legislature set up, and it became effec- 
tive in 1950, the State water control board, and nine regional water 
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control boards, which have the responsibility for the prevention and 
abatement of the pollution other than the purely health aspects. 

So we feel that we have a very competent and a very effective 
method of pollution control in California. 

We have probably—and again, if I may boast just a little bit—— 

Mr. Lirscoms. Go right ahead, sir. 

Mr. Banxs. We have the most comprehensive study program on 
these problems of all natures, not only pollution and industrial wastes, 
but on all problems, that I know of in the United States. We think 
we have the thing under control. 

Mr. Lrescoms. Does your department or any State agency concern 
itself with domestic water supply ? 

Mr. Banks. As far as the health aspects are concerned ? 

Mr. Liprscoms. The health aspects, and trying to see that areas of 
our State have adequate domestic water supply ? 

Mr. Banxs. Domestic water supplies are subject to permit by the 
State department of public health, bureau of sanitary engineering, 
which supervises the quality of the supplies from the standpoint of 
health, and also, to some extent, from the standpoint of adequacy. We 
do have a few problems along that line, but they are not health prob- 
lems. They are primarily adequ: cy problems, ‘and not health. 

Mr. Lipscoms. Has any appropriation been made by the State 
legislature, or been set aside, which concerns itself with the possible 
purchase by the State of any Federal project? 

Mr. Banxs. When was the $10 million appropriated? In 1952 the 
legislature appropriated a fund of $10 million to be set aside to be used 
p artly for studies of the feasibility of the State taking over the Central 
Valley project. Reports have been made thereon by the State engi- 
neer’s office to the water proje ct authority, and from them to the legis- 
lature, respecting the feasibility. No action has been taken and that 
fund has now reverted, that is, the remainder. That is where it stands. 

Mr. Lirscome. Is the Legislature of the State of California still 
considering the possibility of the State purch: asing any of the Federal 
projects in our State, or possible Federal projects? 

Mr. Banks. I can only say this. I know that there are some mem- 
bers of the legislature who still have that in mind, but there has been 
no stated legislative or administrative policy on the matter. That is 
the only answer I can give on that, Mr. Lipscomb. 

Mr. Liescoms. Yes, sir. That is all. 

Mr. Jones. Thank you very much, Mr. Banks. It is a pleasure to 
have you. Thank the Governor for sending you down. 

Mr. Banks. I shall do that. 

(The full prepared statement submitted by Mr. Banks is as 
follows :) 

STATE oF CALIFORNIA, 
YOVERNOR’S OFFICE, 
Sacramento 14, December 6, 1955. 
Hon. Rosert BE. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 
Washington 25, D. C. 

Dear Mr. Jones: By letter dated November 14, 1955, to me, and by letters of 
November 14 and 23, 1955, addressed to Mr. Frank B. Durkee, director of the 
Department of Public Works, from Hon. Glenard P. Lipscomb, member of the 
Special Subcommittee on Water Resources and Power of the Committee on 
Government Operations, House of Representatives, we were notified that the 
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subcommittee will hold hearings in Los Angeles, Calif., on December 7 and 8, 
1955, to obtain expressions of views with respect to the Water Resources and 
Power Report of the Commission on Organization of the Executive Branch of 
the Government (Hoover Commission) which was transmitted to the Congress 
in June 1955. 

The State of California has a vital interest in the subject of the subcommit- 
tee’s hearing, and representatives of the State have previously appeared at hear- 
ings held in 1954 by the Commission’s Task Force on Water Resources and Power, 
and submitted views of the State of California on water resources and power 
functions of Federal departments and agencies submitted to the Commission on 
Organization of the Executive Branch of the Government Task Force on Water 
Resources and Power, of date May 3, 1954. 

The views of the State of California herewith presented, are based on previous 
policy positions and recommendations of the State regarding Federal policies 
on water resources and power, and more particularly on the views of the State 
presented to the task force in 1954. 

Prior to preparing that report, dated May 3, 1954, State departments, boards, 
and commissions dealing with water resources in the State were requested to 
transmit their views and recommendations to the director of the department of 
public works, who, through the State engineer, as chief of the division of water 
resources, has general statutory authority under State law in respect to both 
flood control and water conservation. Responsive to that request, views and 
recommendations were submitted to the director of public works by the State 
water resources board, the departments of natural resources, finance, and public 
health ; division of highways, the State lands commission, the State soil conserva- 
tion commission, the public utilities commission, the reclamation board, and the 
Colorado River Board. In the preparation of that statement in 1954, the views 
and recommendations of these reporting agencies were considered and are in- 
cluded as appendixes. 

Pursuant to the foregoing, there is transmitted herewith, the following state- 
ment prepared and submitted to me by the director of public works, entitled, 
“Views of the State of California Presented to Special Subcommittee on Water 
Resources and Power, House Committee on Government Operations at Hearings 
Held in Los Angeles, Calif., December 7 and 8, 1955, Hon. Robert E. Jones, Chair- 
man, With Respect to Water Resources and Power Report of the Commission on 
Organization cf the Executive Branch of the Government (Hoover Comumnission) 
Which Was Transmitted to the Congress in June, 1955.” 

I have designated Mr. Harvey O. Banks, acting State engineer, to attend the 
Los Angeles hearings of the subcommittee, and to present the State’s views on 
the said Hoover Commission report. 

Cordially, 
Goopwin J. KNIGHT, 
Governor. 


VIEWS OF THE STATE OF CALIFORNIA WITH RESPECT TO WATER RESOURCES AND 
PowWER REPORT OF THE COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 
OF THE GOVERNMENT (HoovER COMMISSION) WHICH WAs TRANSMITTED TO THE 
CONGRESS IN JUNE 1955 


In response to a letter dated November 14, 1955, addressed to Gov. Goodwin 
J. Knight, and to letters dated November 14 and 23, 1955, addressed to Mr. 
Frank B. Durkee, director of the department of public works, from Hon. Glenard 
P. Lipscomb, member of the above House subcommittee from California, there 
is submitted herewith the views of the State of California on the recommenda- 
tions of the Hoover Commission contained in the Commission's report to the 
Congress of June, 1955. In submitting these views and comments, an endeavor 
has been made to analyze the Commission’s recommendations in light of policy 
positions previously taken by the State in its official reports; namely, in “Views 
of the State of California—Submitted to President’s Water Resources Policy Com- 
mission”, 1950; and “Views of the State of California—Submitted to the Com- 
mission on Organization of the Executive Branch of the Government Task Force 
on Water Resources and Power,” 1954, copies of which are submitted herewith. 

In preparing this statement, consideration was given to the full text of the 
Commission’s report contained in volume I, and to the individual minority state- 
ments in volume II. It is realized that a number of related policy considerations, 
not embraced within the Commission’s recommendations, are discussed in both 
the majority and minority reports. Also, that there are certain problems relating 
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to water pollution control, and other subjects, which are not covered. However, 
for brevity of presentation, this statement of views is largely limited to the 
Commission’s recommendations. For a full statement of California’s views on 
Federal water and power policies, reference is made to the aforesaid official State 
reports, and to the content of this presentation. 

Specifically, the State of California comments on the recommendations of the 
Hoover Commission as follows: 


RECOMMENDATION NO. 1 


That the Congress adopt a national water policy on the following nine points: 

(a) That water resources should be developed to assure their optimum use 

and their maximum contribution to the national economic growth, strength, 
and general welfare. 

We agree. 

(bo) That water resources development should be generally undertaken by 
drainage areas—locally and regionally. 

We agree, subject to the following comments: (1) The limitation of develop- 
ment to drainage areas is often inadequate. The recommendation should recog- 
nize that, in many instances, adequate water resource development and distribu- 
tion requires exportation of surplus water from one drainage area to another, and 
that engineering plans must be comprehensive to achieve this objective. The 
California water plan, now under formulation by the State, is an example of a 
proposed water resource development, which embraces several drainage areas and 
the transfer of water from one or more drainage areas to other areas as 
well as developments to supply water within the drainage areas. This 
comprehensive engineering plan contemplates a progressive development and 
includes the conservation, distribution, transportation, and utilization of water to 
meet the beneficial water requirements of all areas of the State. 

(2) Such comprehensive development cannot be exclusively Federal, inasmuch 
as Federal financing capability appears to be wholly inadequate to fully meet the 
immediate and future water and power requirements and flood-control needs of 
the Western States, to say nothing of the eastern portion of the United States. 
(3) When the basinwide or area development is Federal, a complicating feature is 
the pooling of water and power revenues under a common basin account. (4) 
Under Federal development, on a drainage area or wider basis, or where the basin 
account is used, the plan should be (a) authorized by the Congress, (b) be subject 
to approval of all existing projects and water agencies to be included as partici- 
pants in the comprehensive development, (c) the plan should be designed as a 
progressive development, with units constructed only when determined to be 
economically feasible, and as necessity demands, (d@) and all planning for major 
projects should consider the broad concept. Past practice of the many agencies 
involved has been project-by-project planning, with little or no regard of the 
coordination of these projects into an overall plan of statewide concept nor their 
impact thereon. Obviously, this type of planning cannot be continued if the 
water resources of the State are to be put to beneficial use to the maximum extent. 

(c) That the Federal Government should assume responsibility when 
participation or initiative is necessary to further or safeguard the national 
interest or to accomplish broad national objectives, where projects, because 
of size or complexity or potential multiple purposes or benefits, are beyond 
the means or the needs of local or private enterprise. Under other circum- 
stances the responsibility for development should be discharged by State or 
local governments, or by local organizations, or by private enterprise. 

We agree in principle. There is, however, a vagueness in the meaning of the 
terms “national interest” and “broad national objectives.” If the recommenda- 
tion includes intent to increase State, local, and private initiative and enterprise 
in water resource development, we are in accord, but the terms referred to are 
capable of varying interpretations. The national interest and objectives should 
be substantially defined. 

(d) That in participating in water resources and power development, the 
Federal Government without waiving its constitutional rights should take 
account of the rights and laws of the seperate States concerning appropria- 
tion, use, control, and development of waters within their boundaries. 

We agree in part, but the recommendation is too restrictive. Instead of “take 
account of the rights and laws of the separate States * * *”, it should read “com- 
ply with the law of the separate States * * *”. 


70818—56—pt. 14———-13 
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In view of the threat to State control over the use of water by extension of 
the theory of Federal paramount rights, action by the Congress is urgently 
required to more definitely provide that in the construction of Federal projects, 
there be strict compliance with local water law and customs. This subject has 
been rendered acute by the facts and holding in the Pelton Dam case (Federal 
Power Commission v. State of Oregon, 75 8. Ct. 882 (1955)). Briefly, the United 
States Supreme Court in that case held that a Federal Power Commission license 
may be issued to a power company in Oregon for use of water of a nonnaviguable, 
intrastate stream, even though the State, under its water laws, would not allow 
construction of the proposed project. In the Pelton case, overriding jurisdiction 
of the Federal Power Commission was based solely on the ground that the project 
would be built on Federal “reserve” land. This case has already had broad 
repercussions, and the Federal Government has since applied the holding of the 
United States Supreme Court to Federal “reserved” lands in Nevada. 

It is also urged that the Congress require that before projects authorized by 
the Congress are constructed, and as a prior condition to appropriation for 
construction, an application to appropriate the water required for the project 
be filed by the Federal construction agency with the appropriate State, and 
reasonable assurance be given by the State to the Federal construction agency 
that sufficient water is available, and that un ultimate license will be issued 
to cover project water requirements. In California, the United States Bureau 
of Reclamation has administratively followed such policies on several projects 
in conformity with the principles of such requirement. For example, in the 
proposed contract between the United States and the Santa Barbara County 
Water Agency (Santa Maria project) there is the following proviso: 

“That in no event shall the United States be obligated to commence construc- 
tion or perform any other act in pursuance of this contract until and unless water 
rights for project purposes satisfactory to the Secretary of the Interior have been 
acquired or assured and a permit or permits in terms satisfactory to the Secretary 
of the Interior shall have been issued by the Division of Water Resources of the 
Department of Public Works of the State of California for the appropriation of 
unappropriated water with reascnable assurances and commitments satisfactory 
to the Secretary of the Interior for the ultimate issuance of an appropriate 
license or licenses.” 

However, as to certain other projects in California, the United States Bureau 
of Reclamation has not met the foregoing requirement. Such requirement should 
become a matter of national policy. Close coordination will also be necessary in 
the construction and operation of all major water projects in the State in the fu- 
ture if we are to achieve our basic objective; namely, the most efficient and eco- 
nomic conservation and distribution of the State’s waters. 

In response to State legislative directive to the State water resources board, 
the division of water resources, as the engineering agency for the Board, is 
currently formulating the California water plan which will provide for the 
fullest practicable control, conservation, development, protection, distribution, 
and utilization of all the State’s water resources for all beneficial purposes in 
all areas of the State. 

It is anticipated that after public hearing and any necessary revisions result- 
ing therefrom, the Board will approve this plan and transmit it to the legislature 
with the recommendation that it be adopted by the State as the master plan for 
development of the State’s water resources, to which further developments by all 
agencies should conform within reasonable limits, as may be determined from 
time to time. 

(e) That the Federal Government should provide advisory assistance to 
those local and State agencies that are undertaking water resource and 
power development projects. 

As a statement of general application we agree, but only if the advisory assist- 
ance provided is on a permissive basis. California is not presently in need of such 
assistance although coordination is essential. The State is evolving the Cali- 
fornia water plan, and has an extensive background of experience in planning 
statewide water resource development. This is not to say that Federal coopera- 
tion and assistance is not required or necessary in implementing the State’s 
water resource development. It is the State’s position that Federal financial 
assistance to State and local projects is necessary and appropriate where there 
is a national interest. Also, that the full development of California’s water 
resources will require the cooperation of Federal, State, and local agencies. 

(f) That before Congress authorizes or appropriates funds for Federal 
participation in any water resource project, it should have substantial evi- 
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dence that the project is economically justified and financially feasible, and 
that such project is essential to national interest. 

We agree. 

(g) That one Federal agency should be made responsible for collecting 
and reviewing the adequacy of hydrologic data. 

We do not agree. All operating agencies must necessarily collect hydrologic 
data, and no one agency could be capable of collecting, let alone analyzing, the 
immense alount of hydrologic data of all kinds needed, unless a new superugeucy 
of large proportions is created. This does not mean that there should not be in 
the executive branch of the Federal Government a water resources board, respon- 
sive to the President and to the Congress, with appropriate powers to supervise 
and correlate the collection of hydrologic data, review proposed water resource 
developments and, in addition to making recommendations regarding such proj- 
ects in the public interest, such board should be authorized to formulate policies 
and standards for evaluating all projects proposed by Federal construction agen- 
cies. California is on record in support of such board. A substantial part of the 
objectives of the Commission’s recommendation, can also be obtained through 
better coordination between existing Federal agencies. 

(h) That all Federal agencies administering revenue-producing water 
resource and power projects should pay all cash revenues to the Treasury as 
miscellaneous receipts, and receive an annual appropriation for cash operat- 
ing expenditures. 

We disagree to the extent, at least, that the recommendation would abclish 
the reclamation fund into which are paid revenues from various sources, in- 
cluding revenues derived from the sale, lease and occupancy of public lands; 
revenues from national forests and parks; oil lease revenues, as well us all 
revenues from Federal reclamation projects. While not truly a revolving fund, 
as annual appropriations for reclamation are made by the Congress, the moneys 
in said fund are dedicated to furtherance of the reclamation program. The 
return to the fund of the interest component of power rates is, however, objected 
to. The California position is in opposition to hidden subsidy. Its position is that 
while net power revenues should assist irrigation, the interest payable on project 
power, municipal and industrial water, should be accounted for, and paid invo the 
Federal Treasury, as compensation for the use of the funds advanced, and should 
not be assigned or otherwise applied to repayment of capital or other costs. 

(i) That regulation of rates for sale of electrical energy by all Federal 
agencies be vested in the Federal Power Commission. 

California has not expressly approved the above recommendation. However, 
in the State’s policy statement of 1954 to the task force of the Commission, the 
State recommended that a Federal uniform rule and policy be adopted for power 
rates and for the allocation of project costs upon which power rates are based. 


RECOMMENDATION NO. 2 


That, without going into details, we recommend the creation of a water 
resources board upon the above basis. 

We agree in principle. However, the statement preceding the recommenda- 
tion, and the recommendation itself, is not broad enough. As stated, California 
is on record in favor of a water resources board in the executive branch which 
shall be responsive to both the President and the Congress. Such board should, 
however, be granted appropriate powers to supervise and correlate the collection 
of hydrologic data, review all proposed Federal developments; adopt uniform 
financial'and other criteria to be used in evaluating such developments; make 
broad policy determinations and recommendations regarding all water resource 
development; and to make recommendations as to whether specific, proposed 
projects, are economically feasible and in conformity with national objectives 
and are in the public interest. More specific duties would then devolve on the 
Bureau of the Budget to evaluate and make recommendations as to whether 
appropriations by the Congress for the construction of specific, proposed proj- 
ects, approved by the Board, should be made in any fiscal year in view of the 
proposed annual budget and the President’s program, 


RECOMMENDATION NO. 3 


That the staff conducting certain of the functions of the Bureau of the 
Budget be strengthened by such professional staff as will enable it to fully 
perform the function of evaluation of the merits of water development proj- 
ects presented to it for appropriations. 
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We agree, subject to our comment submitted with respect to the foregoing rec- 
ommendation No.2. The Bureau of the Budget, in the executive branch, performs 
an extremely useful function. However, as stated, the water resources board 
should, in addition to the exercise of other appropriate review powers, formulate 
broad policies and criteria relating to water resources development. In order to 
avoid duplication of investigation and analyses of projects, the Bureau of the 
Budget should concern itself principally with selecting from the board’s approved 
projects those projects which, in the light of the President’s program and related 
budgetary requirements, should be recommended for authorization and construc- 
tion by the Congress. The functions of the water resources board and the Bureau 
of the Budget should be closely correlated. Recommendations of either, or both 
agencies, should be made to the President and to the Congress. ‘The State affivms 
the principle that the Congress must have the primary responsibility in the 
authorization of projects. 


RECOMMENDATION NO. 4 


That the Congress amend present acreage limitations so as to meet local 
conditions in the above manner. 


We agree. Acreage limitation is desirable for those projects whose prime 
purpose is the development of public lands. California is on record against the 
application of the acreage limitation in areas and under circumstances where 
they are not reasonably applicable. This would mean that such limitation should 
not generally apply to projects furnishing supplemental water to a developed agri- 
cultural area, such as the Central Valley project. In any event, there is urgent 
need for the Congress to amend the land limitation provisions of reclamation law 
in view of the many varying farm crop production, and other conditions existing 
in the Western States, particularly as in California, where extensive pumping 
of underground water is required, and where public lands are not involved and 
only supplemental water is furnished. 

It should be pointed out that by reason of extensive pumping of underground 
water and the inability to control such water, the limitation becomes impracti- 
cable on many projects. In this connection attention is called to the report of the 
Secretary of the Interior on the Santa Maria project, California, where excess 
lands comprise 26 percent of the total project area, and the sole project purpose 
is to maintain underground reservoirs, from which water is pumped. The 
Secretary, in that report, recognizes the uniqueness of the situation and the 
difficulty of applying the acreage limitations. 

In the act of the Congress authorizing the Santa Maria project (Public Law 
774, ch. 1258, 83d Cong., 2d sess. (1954) ), there is the following proviso: 

“That in view of the special circumstances of the Santa Maria project, neither 
the provisions of the third sentence of section 46 of the act of May 25, 1926 (44 
Stat. 636, 649), nor any other similar provision of the Federal reclamation laws 
shall be applicable thereto so long as the water utilized on project lands is 
acquired by pumping from underground reservoir.” 

To a large degree the said inapplicability of the access land provisions of the 
Federal reclamation laws to the Santa Maria project, also applies to the Central 
Valley project. 

RECOMMENDATION NO. 5 


That the revolving funds be abolished and all moneys payable into these 
funds be covered into the general fund of the Federal Treasury and all 
project funds be appropriated by the Congress. 

We disagree. Our reasons for this opposition, with the exception of return 
to the Federal Treasury of interest earned on interest-bearing features of Fed- 
eral projects, is contained in our statement on recommendation 1 (h). 


RECOMMENDATION NO, 6 


That the construction of headwater dams in the flood control program of 

the Soil Conservation Service be transferred to the Corps of Engineers. 
Attention is called to Public Law 566, 83d Congress, 2d session, authorizing the 
Secretary of Agriculture to lend Federal finnacing and planning assistance to 
local districts in their construction of watershed protection and soil conservation 
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projects. It is believed that this law should be given a fair trial. Watershed 
protection, by the construction of small headwater dams and related features, is 
a necessary part of an overall and coordinated water resource development pro- 
gram. At this time, it is believed that the necessity for the proposed transfer 
of functions has not been established. 


RECOMMENDATION NO. 7 


That all projects declared obsolete or unsound by the Chief of Engineers 
should be removed from congressional authorizations. 


We agree with the objectives of this proposal, but the proposal should not be 
limited to Corps of Engineers’ projects. All obsolete and unsound Federal proj- 
ects should be removed from congressional authorization, and the Congress alone 
should possess the power to deauthorize. 


RECOMMENDATION NO. 8 


That Congress authorize a user charge on inland waterways except for 
smaller pleasure craft, sufficient to cover maintenance and operation, and 
authorize the Interstate Commerce Commission to fix such charges. 

Inasmuch as the use of inland waterways in California is relatively minor 
with respect to the total volume of traffic, the State takes no position on this 
matter. However, the proposal raises many related questions regarding the ex- 
tent of the national interest in navigation, flood control, salinity and pollution 
control, and other related project effects, and to what degree certain special 
benefits and costs should be reimbursable by State and local interests. It is be- 
believed that the proposal, standing alone, is only a partial and inadequate 
treatment of the problems involved, and that further study should be made of 
the proposal in relation to all elements pertaining thereto. 


RECOMMENDATION NO, 9 


That the Congress empower and direct the Federal Power Commission 
to fix the rates on Government power sales at such levels as will— 

(a) Eliminate the inequities now imposed upon the great majority of 
the people; 

(b) Amortize and pay interest on the Federal investment in power, plus 
an amount which will equal Federal tax exemption based upon the Federal 
taxes paid by the private utilities; and 

(c) Provide payments in lieu of full taxes to the State and local govern- 
ment equivalent to those the private utilities would pay. 

In line with our comments on recommendation 1 (i), we agree, generally, that 
a uniform policy should be adopted relative to methods of fixing power rates on 
all Federal projects. As is well Known, the rates for power marketed from 
projects constructed by the Corps of Engineers is subject to the jurisdiction of 
the Federal Power Commission, while the sale of power from Federal reclama- 
tion projects is not. Also, there is a marked lack of uniformity in the methods 
used in fixing the rates for power from Federal projects. As power feutures 
of Federal reclamation projects are intended to aid irrigation, it is believed 
that sound business principles and criteria should govern in fixing power rates. 
In no event should cheap power be the sole objective. The market value of power, 
competitive conditions, and other elements, should be properly considered. 


RECOMMENDATION NO. 10 


That the Government or its agencies cease the building of steam plants 
and provide for the equation of their power loads by interconnection with 
the grids of neighboring power systems, 


The State has no present position on this proposal. It is recognized that 
there may be situations requiring Federal steam plants in order to firm hydro- 
electric power. Generally, however, the Federal Government should not build 
such plants where tirm power is available, and where existing or planned local 
power plants and systems are available for the interconnection of power loads, 
This interconnection is now an accepted policy on many Federal projects through- 
out the country. 
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RECOMMENDATION NO, 11 


(a) That the private utilities be permitted to purchase a fair share of 
Federal power. 


The State has no stated policy on this proposal. However, this is a generally 
accepted Federal policy in many parts of the country. Perhaps Federal recla- 
mation law, and other Federal laws, should be amended to more definitely 
provide for the cooperation of the Federal Government, State and local districts, 
and private enterprise in the development and utilization of power from Federal 
projects. It is believed, however, that the preference clause in Federal reclama- 
tion law should be preserved to the greatest extent possible, and that “wheeling 
contracts” should be negotiated wherever feasible for the delivery of Federal 
power. 


(b) That no further building of transmission lines be undertaken where 
such transmission service can be provided by non-Federal agencies. 


With reservations, and depending upon conditions in any given instance, we 
agree with this recommendation. Duplication of existing facilities should be 
avoided wherever possible. 


RECOMMENDATION NO, 12 


That the Columbia River Basin system, the Hoover-Parker-Davis Dams 
Administration, the Central Valley project of California, the Missouri River 
Basin project, the Southwestern Power Administration, and the Southeastern 
Power Administration all be incorporated under and made subject to the 
Government Corporation Control Act. 


RECOMMENDATION NO. 13 


That they and the Tennessee Valley Authority be required to secure their 
eapital for their future improvements, when authorized by the Congress, 
by issuing their own securities to the public without subordinating the 
present Federal investment, thus relieving the taxpayers of this burden. 
(In such instance, our recommendation No. 1 (h) should be amended so as 
not to apply to the interest and amortization on such publie issues and to 
allow them to pay these items from their own funds.) 


RECOMMENDATION NO. 14 


That representatives from the States concerned, as well as Federal rep- 
resentatives, should be appointed to these boards. 


California has no stated position on the above three recommendations, and 
the proposals will require further study. Comment should, however, be made that 
it appears that recommendation 13 might eliminate the principle of nunreim- 
bursable funds for costs allocated to flood control and interest-free funds for costs 
allocated to irrigation development. California favors the preservation of both 
of these principles. 

RECOMMENDATION NO. 15 


In respect to the power component of new multiple-purpose projects, we 
make the following recommendation : 

(a) That private enterprise be offered the opportunity to provide the cap- 
ital for the electrical component of multiple-purpose dams and dispose of the 
power through their own systems (they being subject to regulation of rates 
by Federal and State authorities), but the management of the dams should 
remain in the Federal Government. 

(bo) That if such capital be not available, the power should be offered 
for sale to the private utilities, the States, or the municipalities and cooper- 
atives prior to construction, on terms that will protect the Federal interest. 


A specific policy position has not been adopted by the State relative to private, 
or non-Federal development, of the power component of Federal projects. This 
does not mean that the State is opposed to joint efforts of Federal, State, local 
public agencies and private enterprise in the development of water resources. 
The State is on record as favoring such cooperation as necessary to the full 
development of California’s water resources. In any case, the development of 
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the power features should not be limited to private agencies, as seems to have 
been done under (a), above. Publie agencies as well should be permitted to par- 
ticipate in such development. It should be stated also that power revenue from 
Federal projects should at all times be used to assist water resource develop- 
ment, and this principle is an integral part of Federal reclamation. If private or 
public agencies are allowed to construct power facilities and use “falling water” 
on Federal reclamation projects, conditions of such participation should include 
some form of financial aid from power in order that the cost of irrigation water 
may be kept within the ability of water users to pay. 

While not related specifically to any one of the 15 recommendations of the 
Commission, reference is made to the statement of the State division of highways, 
department of public works, State of California, page A-29 of “Views of the 
State of California on Water Resources and Power Functions of Federal De- 
partments and Agencies Submitted to the Commission on Organization of the 
Executive Branch of the Government Task Force on Water Resources and 
Power,” dated May 3, 1954. 

It was there pointed out that serious impediments exist to highway develop- 
ment by reason of (a) navigation clearance requirements, and (b) inflexibility 
of present law and procedure with reference to Federal lands withdrawn for 
power purposes. The necessity of including sufficient funds in all flood control, 
water and power projects to provide highway relocations made necessary by 
such projects was also pointed out. ° 

It is recommended that the State’s views, including the presentations of the 
Western and American Association of State Highway Officials on these matters to 
the task force in 1954, be given consideration by the Congress. 

Submitted by: 

Harvey O. BANKS, 
Acting State Engineer. 
SACRAMENTO, CALir., December 1, 1955. 
Approved ; 
FRANK B. DURKEE, 
Director of Public Works. 
By A. H. HENvERsoN, 
Deputy Director. 


Mr. Jones. Mr. Nordskog, president of the Southwest Water 
League, of Los Angeles. 


STATEMENT OF ANDRAE NORDSKOG, PRESIDENT, SOUTHWEST 
WATER LEAGUE 


Mr. Norvsxoe. I would like to say in conformance to what Congress- 
man Holifield was saying about these books, through the courtesy of 
Mr. Lipscomb, our congressional Representative, I got these two green 
books, the Hoover Commission report. I sent to Mr. Hoover, with 
whom I have had quite extensive correspondence over the years, ask- 
ing him for the task force report. My letter was sent to Washington 
to the headquarters and I got the complete task force report of 1,800 

ages, but volume II was notably missing. They sent the No. 1 copy. 
Vhether that was deliberate or not I do not know, but the minority 
report was in this one. I just wanted your committee to know that. 
So his statement regarding that may have a great deal of merit. 

Mr. Liescoms. Where did you get the minority report from, Mr. 
Nordskog ? 

Mr. Norpsxkoe. From Mr. Lipscomb. 

Mr Jones. That shows you what good service you get from your 
Congressman. 

Mr. Nornsxoe. Mr. Lipscomb has been very cooperative on a number 
of other matters. I vam to thank him publicly for it. 
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(Mr. Nordskog offered the following statement of qualifications :) 


“The sense of civic responsibility which animates the activities of Mr. Nords- 
kog, isexemplary. Ability, power, and pride, without arrogance combine to make 
Mr. Nordskog a worthy example of the fearless citizenship which this country 
needs at the present hour.” (By Attorney Reuel L. Olson, author of the Colorado 
River Compact. ) 

The Honorable Don Allen, for many years a member of the California State 
Assembly, and since for many years a member of the Los Angeles City Council 
where he is still serving in 1955, after a conference on water problems with 
Andrae Nordskog, wrote: 

“My Dear ANDRAE: Knowing you down through the years as a thorough re- 
searcher and factfinder, and not a faultfinder, I am humble in my appreciation 
of the time you gave me last week, but it was all too brief. The many things 
you told me and the documents you showed me were very illuminating and 
historical and have such a bearing on the future of this city that they should 
be compiled by some agency and placed for their availability to the present and 
future technicians of our great city.” 

Miss Marie Larkey, assistant director of the vocational education division of 
the Los Angeles Board of Education, wrote to Andrae Nordskog: 

“I wish to gonvey to you my appreciation for the splendid lecture you gave 
the agricultural teachers at the University of Southern California meeting on 
the water question. Several of them have called at my home since and they 
were loud in their praises of the scientific and helpful manner in which you gave 
them engineering information which would accrue to the greatest benefit for the 
whole Southwest. They expressed a desire to have you at a special meeting where 
all the men could be present at a later date.” 

The late A. H. Koebig, chairman of the engineering committee of the South- 
west Water League in California, and noted consulting engineer, wrote: 

“TI feel that Mr. Nordskog is qualified to confer with any of the constituted au- 
thorities, city, State and national, in an effort to bring about the proper under- 
standing of these major water issues on the part of the voting public. I know 
from my personal contact with him that he has a broad, general understanding 
of the water problems of this area.” 

In 1981 and 1933, Mr. Nordskog gave testimony to the California State Assem- 
bly and State Senate revealing his findings in 4,000 secret letters and documents 
discovered by him in the files of the United States Reclamation Service, which 
testimony was reprinted in booklet form under the great seal of California. 
Upon reading these documents, the late Fred C. Finkle, noted civil and hydraulic 
engineer, wrote to Mr. Nordskog: 

“The Senate Journals were received, for which I thank you. After reading 
them, I must say that you are doing a great public service and future generations 
will never be able to show enough gratitude for it.” 


Mr. Nornskoa. Honorable Chairman Jones and honorable members 
of the committee, it is with great pleasure that I appear before you 
today to give my testimony regarding the water and power resources 
of this Nation, and I extend my appreciation to you for the deep inter- 
est you are showing in this important subject. I also register my ap- 
preciation to the Honorable Herbert Hoover, our former President, 
for having set this investigation in motion. 

Singular indeed is the fact that just a few weeks after Mr. Hoover 
took his oath of office as President, [ made a personal call at the White 
House to make known to him my findings in the Department of the 
Interior about the irregularities which had been pete in Cali- 
fornia’s irrigation project in the Owens River Valley. Mr. Everett 
Sanders, secretary to President Hoover, advised me that the President 
was then trying to get his office organized and could not see me, and 
requested that I write a letter to the President, which I did, on March 
25, 1928, to which Secretary Sanders wrote me a reply on March 27, 
1928, saying: 
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My Dear Mr. Norpsxkoe: I have received your letter of March 25 and have 
shown to the President the communication which you addressed to him. He 
wishes me to thank you for writing him so fully concerning the matter and to 
advise you that it is being referred to the Secretary of the Interior for his 
consideration. 

Mr. Sanders, who lived at the Mayflower Hotel where I was a guest, 
delivered this letter to the hotel in person. 

It is not my purpose to give my oral testimony relating to the irriga- 
tion project in the Owens River Valley at this hearing. However, I 
have two printed reports, published under the great seal of California, 
one which I made to the California State Assembly on April 27, 1931, 
entitled “Communication to the California Legislature relating to the 
Owens Valley water situtaion,” and the other one which I made to the 
California State Senate on May 11, 1933, entitled “Report of South- 
west Water League concerning Owens Valley.” 

To save time now I offer these reports to be appended to my oral 
testimony as exhibit A and exhibit B. These reports contain some of 
the salient facts which I desired to impart personally to President 
Hoover in March 1928, but it is better late than never. So now while 
the Hoover Commission is looking for factual data of this kind, I 
hereby introduce these printed reports for the permanent records of 
your honorable committee. 

I would ask that these be put in at the end of my statement rather 
than right now. 

As the publisher and editor of the Los Angeles Gridiron, a weekly 
journal devoted to revealing facts seldom found in other papers, I 
made a special trip to Washington where I was given the very special 
privilege of going through some 4,000 secret letters and documents in 
the United States Reclamation Service files relating to the Owens Val- 
ley reclamation project, which I found had been scuttled and illegally 
destroyed by dishonest engineers employed in the Reclamation Serv- 
ice; yes, destroyed for the benefit of certain real estate speculators who 
made at least $100 million at the expense of the Owens Valley farmers 
and the United States Government. Had the facts I discovered in 
March 1928 been studied by President Hoover at that time, it would 
have been of great assistance to him in the administration of the affairs 
of the Department of the Interior, including the Reclamation Service, 
the geological division, and the United States Land Office, all of whose 
departments were involved in the destruction of the Owens Valley 
reclamation project. 

Since Mr. Hoover became active in seeking to reorganize the execu- 
tive branch of the Government, he has been asked many times just 
why it was necessary to go into past history in the furtherance of his 
efforts. Mr. Hoover has replied that it is necessary because unless we 
know just what has gone before, we will not know how to improve on 
practices previously adopted by the Government. For this reason I 
trust that my exhibits A and B will be of great benefit to the Gov- 
ernment. 


FORMATION OF THE SOUTHWEST WATER LEAGUE 


On November 18, 1930, on invitation of the mayor and city council 
of Lynwood, a suburb of Los Angeles, 113 representative citizens of 
48 cities assembled and formed the Southwest Water League. Among 
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these were mayors, councilmen, city engineers, city attorneys and 
chamber of commerce representatives, as well as engineers, geologists, 
and attorneys in private practice. Down through the intervening 
years public meetings have been held in cities throughout southern 
California, where the water needs and water resources have been dis- 
cussed for the good of the citizens and taxpayers of this region. All 
of our research work has been done on a voluntary basis without 
compensation, and all of the radio broadcasting which has been done 
has been paid for out of the speaker’s own pocket. 

We have made many recommendations to our constituted authorities 
with but little results, due to the overlapping of responsibilities and 
lack of coordination of the departments affected. 

In studying the Hoover Commission Water Resources and Power 
report, I find mention of some 25 to 40 different departments of Gov- 
ernment interested in water matters. Likewise in California we have 
the State Division of Water Rights, county flood control districts, 
irrigation districts, drainage districts, ooh conservation districts, 
county water systems, municipal water systems, metropolitan water 
districts, and so on. 

We have had speakers from some of these districts at our public 
meetings who have revealed that there is practically no effort on the 
part of each one to coordinate its efforts with any other district. Like- 
wise I found in Washington that the committee chairman of both the 
Senate and House in charge of national defense and flood control 
matters had never even thought of coordinating their efforts with 
State, county, municipal or water district officials in seeking to pro- 
tect such projects as the Los Angeles-Owens Valley aqueduct project 
and the metropolitan water district aqueduct project, both of which 
are wide open to enemy attack from the air, and both of which are 
in excess of 300 miles in length, mostly over uninhabited territory, 
a veritable lifeline for more than 3 million people in some 65 cities. 
Certainly we are a most trusting and gullible people, sticking our 
heads in the sand with our bottoms up during uncertain and faulty 
siren alerts, all the while kidding ourselves into the belief that a pos- 
sible enemy would not know the locations of our jugular veins 300 
miles long. 

Josh Billings once said: “ ’Tain’t what folks don’t know as makes 
them fools; it’s what they know as ain’t so, as makes them fools.” 

We have been deluged with so much mane POMPRa ETN regarding 
our water supplies, especially in southern California, that the average 
citizen is ignorant of the true facts; yes, and I find that many of our 
yublic officials entrusted with responsibility in these matters are sadly 
lackaae in their knowledge of the facts. Hence, the need now for a 
great educational campaign by men who are unafraid; yes, not afraid 
of reprisals at the hands of powerfully entrenched financial interests 
and certain publishers who may try to crush them politically. 

One of such publishers allegedly has owned 862,000 acres of land 
below the California border and is thus interested in the Colorado 
River waters. He also developed what is known as the “sportsman’s 
paradise” in New Mexico, embracing some 340,000 acres, and also 
owned 281,000 acres in Antelope Valley which is now in the path of 
the proposed Feather River project aqueduct to southern California, 
not forgetting that his syndicate took options on 63,000 acres of 
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desert land in San Fernando Valley, which blossomed like a rose 
with the waters taken from the farmers of the grief-stricken Owens 
River Valley, and on which profits running into the millions were 
made by this publisher and his colleagues, some of whom reaped 
profits from 9,000 percent to 30,000 percent—believe it or not. I 
repeat—from 9,000 percent to 30,000 percent—believe it or not. 


OWENS VALLEY WATERS NOT FULLY UTILIZED 


Your honorable committee may well take cognizance of the fact 
that while the city of Los Angeles has been the leading proponent to 
get water from the Colorado River, it has a great deal of water still 
available and paid for in the Owens River and Mono County basin. 
The well-known Thomas H. Means report reveals that in those two 
basins there is a flow of 969 second-feet, which fact is confirmed by the 
report by Harold Conkling, then with the State division of water 
rights, which says that there is a flow of 947 second-feet, although 
but 400 second-feet have been used by the city. 

Mr. James B. Agnew, formerly president of the Los Angeles Water 
and Power Commission, on January 29, 1949, released a written state- 
ment at our Southwest Water League meeting in the Los Angeles 
Public Library auditorium to the effect that, “there is enough water 
available in the Owens-Mono region to fill another aqueduct.” By 
that he meant another aqueduct of 400-second-foot capacity. 

I now refer you to the photograph of the water from the Owens 
Valley-Los Angeles aqueduct found on page 286 of my book-manu- 
script, taken in February 1939, prior to the completion of our aqueduct 
to the Mono County basin, and also prior to the delivery of water 
from the Colorado River to this area, water released from the Owens 
Valley aqueduct by the Los Angeles water department into the dry 
riverbed of the Santa Clara River near Saugus, Calif., and wasted 
into the Pacific Ocean through a huge valve, wasting millions of gal- 
lons a week for many weeks ata time. Just why this was being done 
amounts to another story, too long to tell here, although I have the 
facts in my files. 

I have a photograph here and I would like to have you see that, 
Mr. Chairman. That is the picture that was taken up there above 
Saugus, where the pipeline comes over the hill. The people who ob- 
served it and took those photographs said for 9 weeks at a time that 
water was wasting into the Pacific Ocean at a time before we got the 
Mono waters, and before we got the Colorado River waters. 

A former Los Angeles County flood control] engineer stated at our 
Southwest Water League meeting in Signal Hill auditorium that he 
had mapped 70 sites for flood contro] dams in the foothills near Los 
Angeles wherein enough water could be saved to serve at least one 
million people; but that the Los Angeles water department would 
not even attend a meeting to discuss the matter. 


RECAPTURE USED WATER 


Lloyd Aldrich, former Los Angeles city engineer who resigned in 
1955, made a comprehensive report to the Los Angeles Board of Pub- 
lic Works on February 9, 1951, and another one on October 29, 1951, 
wherein he revealed that more than 200 million gallons of effluent was 
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being discharged daily into the ocean in Los Angeles which could be 
recaptured and reused, especially for agricultural and industrial pur- 
poses. This he termed an unnecessary waste, and that reclamation of 
that water could be accomplished for from $13 to $19 per acre-foot. 

A similar amount of effluent is being wasted in Los Angeles County. 
These combined amounts, according to the water consumption in 1955, 
run to more than 600 million gallons daily, or enough to provide water 
for 3 million people. 

On April 1 this year, 1955, Engineer Aldrich told the speaker that 
he had invited the officials and engineers of the Los Angeles water 
department several times to attend conferences relating to the recla- 
mation of used water, but that they refused to attend; and that be- 
cause they are in the business of selling water they seem to care nothing 
about trying to conserve water through the reclamation process and 
thus replenish our underground supply, which is rapidly diminishing 
in this area. 

This defiant attitude of our local water officials has led many of our 
independent engineers to say that Los Angeles is the most shamefully 
wasteful city in the world. 

The city of Pasadena had a small treatment plant several years 
ago, and the State board of health said that this properly treated and 
reused water was more pure than water from natural streams and 
could be safely used for a domestic supply. I have in my files a num- 
ber of reports by Los Angeles County and State engineers which 
reveal that reclamation of used water can be accomplished at from 
$9 to $20 an acre-foot, and such reuse is highly recommended by them, 
especially for industrial and agricultural uses and for the replenish- 
ment of underground supplies of water. 


SEA WATER CONVERSION 


The total land surface of the earth is about 55 million square miles. 
The total sea-water surface is about 140 million square miles. Sez 
water, therefore, is seen to cover almost three-fourths of the surface 
of the earth. The average salinity of sea water is 35 parts per thou- 
sand, or 35,000 parts per million. Through constant evaporation from 
the heat of the sun, aided by winds that blow, millions of acre-feet 
of fresh water are lifted over the areas of the earth from the oceans 
and the many seas, although not evenly distributed. Water-bearing 
clouds drift over certain areas of the earth and release fresh water 
that is used for drinking purposes and agricultural needs. 

Thousands of ships convert sea water into potable drinking water, 
although the cost is greater than that of city water. From manufac- 
turers of conversion equipment I learn that there are more than 1,500 

lants throughout the world converting sea water or brackish water 
into drinking water. The costs vary from $40 to $200 per acre-foot, 
according to the saline content and the location of the plants; although 
in rare cases the cost is as high as $400 an acre-foot. 

I have had the privilege of several personal conferences with engi- 
neers in the United States Reclamation Service in charge of experi- 
ments with sea-water conversion and they say—sort of off the record, 
not to be quoted at present—that they believe that from the tests they 
have already made ordinary sea water can be converted into potable 
drinking water for from $22 to $30 an acre-foot. At this rate it will 
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be economically possible for cities along the seashore, or close thereto, 
to obtain unlimited supplies of water for domestic purposes. Yes, at 
the rate that Los Auaeins and sister cities in the eee water 
district are now paying for water from the Colorado River, it will 
be much cheaper to get water from the ocean. 


SEA WATER 20 TIMES HIGHER 


Several years ago, when the Director of United States reclamation 
released a story to the daily press in which he said that the use of 
converted sea water was just around the corner, a California Con- 
gressman released a statement from Washington saying that such 
converted sea water wouid cost our coastal cities at least 20 times as 
much as water from the Colorado River was costing. I wrote to 
him asking him on what he based such figures, and just what was the 
cost of water from the Colorado River. He replied that he did not 
know but that he depended on an article in Cal-Tech magazine by 
the plant engineer at the La Verne treatment plant on the metropolitan 
water district aqueduct. I obtained a copy of that magazine and 
found that on a very uncertain premise that engineer stated that in 
his opinion the cost of sea-water conversion would be anywhere from 
13 to 20 times as much as our coastal supply from the Colorado River; 
not “at least 20 times as much” as had been stated by the Congressman. 

I then wrote to the engineer at La Verne, asking him just what was 
the cost of our coastal water supply from the Colorado River. He 
replied that he did not know, but he referred me to the head office of 
the metropolitan water district in Los Angeles. 

I call your attention to the fact, gentlemen, that here the buck was 
passed by a Member of Congress back to the La Verne plant, and he 
said he did not even know what the cost was of Colorado River water, 
and still insisted at the present sea water would be 13 to 20 times as a 
cost that he knew nothing about. That is very much like what Mr. 
Holifield said a little while ago, in making those reports in the major- 
ity report they would change the figure from $150 to $200, and throw 
the minority report clear off base. 

There I got the information that the city of Santa Monica, which 
was getting its total water supply from the Colorado River, was pay- 
ings including its annual taxation, a little over $45 an acre-foot. 

might say, parenthetically, Los Angeles has been getting in the 
past few years from 2 to 4 percent, and not over 4 percent, of the total 
supply from the Colorado. According to my analysis they have not 
needed it, but would like to establish a precedent by having taken it, 
because as the former president of the water commission said, there 
is insufficient water in the Mono Basin to form another aqueduct, and 
we have not used it. 

At 20 times that figure, according to that Congressman’s statement 
to the daily press, the cost of sea-water conversion would be over $900 
an acre-foot. 


TWENTY DOLLARS AN ACRE-FOOT, ASKS COUNCILMAN 
Last year when I obtained a hearing with a Los Angeles city council 


committee, I suggested sea water conversion as a possible supply for 
our city. One councilman asked, “Can it be obtained for $20 an acre- 
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foot?” TI said, “I know just why you ask that question.” Then he 
asked me why. I told him that because our Los Angeles water depart- 
ment was getting Colorado River water from the metropolitan water 
district at the rate of $20 an acre-foot, he believed that this was the 
total cost of that water. To this he agreed. But when I revealed 
the following facts to him about the tremendous cost through taxation, 
he was visibly stunned. 


COSTS NOTHING IN TAXES? 


The voters of Los Angeles and other cities in the metropolitan 
water district were assured prior to the $220 million bond election 
in 1931 that the issuance of the bonds would “cost nothing in taxes.” 
It was heralded far and wide by radio and every means they could 
get. The truth was that taxes were levied from the very beginning, 
even prior to that bond election. The total amount of taxes levied 
against Los Angeles taxpayers to pay for the aqueduct down to June 
30, 1955, was approximately $138 million; and on the entire district 
the amount of taxes levied is approximately $232 million, or $12 
million more than the bond issue of $220 million. That is all out of 
taxation. 

Up to December 31, 1954, only $24,286,000 has been paid on the 
principal, leaving $180,398,000 to be paid, plus interest to maturity. 

I might say it would be a coincidence between that total and $220 
million, but the city comptroller told me yesterday only $204 million 
of that $220 million bond issue has been sold to date, and so those 
figures will be a little at variance. 

The city of Los Angeles has used but 7,500 acre-feet per year on 
the average for 14 years down to June 30, 1954, or a total of 106,510 
acre-feet from the Colorado aqueduct. Prorating the annual tax 
cost over the number of acre-feet of water used, it will be seen that 
the Los Angeles taxpayers have paid for Colorado River water not 
the $20 an acre-foot which our councilman quoted, but $1,220 per 
acre-foot in taxation, which added to that $20 amounts to the huge 
sum of $1,240 an acre-foot. The cost per acre-foot for water from 
the Colorado River will diminish in the ratio at which the consump- 
tion is increased, but it will require the passing of 4 generations, or 
100 years, before that cost could be reduced to anywhere near to $20. 
By that time, and yes, a long time before that, our scientific progress 
will have ushered in methods which will permit us to rent our out- 
moded “300-mile aqueducts to Walt Disney for ‘tours with Alice to 
water-land.’” 


FARMERS GET WATER FOR $10 AN ACRE-FOOT 


While the city taxpayers in the metropolitan water district are 
thus paying $1,240 an acre-foot for Colorado River water, farmers 
and orchardists are enabled to obtain water from that source from 
the district for $10 an acre-foot. In 1924, in Long Beach, the Colo- 
rado River Association, then promoting the metropolitan water 
district, adopted a resolution in which they assured municipalities 
that none of the Colorado River water was to be used for agricultural 
purposes outside of the cities; that it would defeat the very purpose 
of its campaign to obtain water from the Colorado River if that belief 
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was to prevail in the cities where the matter was to be voted on. So, 
it is to be seen that the city people were deceived from the very begin- 
ning. Knowing that this is an interstate matter in which the Federal 
Government is vitally interested, it may be well to suggest that a Fed- 
eral investigation be made in an effort to find out what railroads, 
as recipients of huge land grants, or other large land syndicates, may 
be reaping the benefit of the low rate of $10 an acre-foot for water 
from the Colorado River through the aqueduct of the metropolitan 
water district of southern California; yes, at the heavy expense of 
the taxpayers in some 65 cities within that district, taxpayers who 
are fooled into the belief that they are getting Colorado River water 
for $20 an acre-foot, and that any other source of supply must be 
obtained for as little as $20 an acre-foot in order to justify getting 
water from such other sources. 


OPINION OF CHAMBER OF COMMERCE PRESIDENT 


Early in 1932 a committee from our Southwest Water League held 
a conference with a committee of the Los Angeles Chamber of Com- 
merce, and, after hearing the truth about the metropolitan water 
district campaign, the president said that if the voters had been 
aware of the facts as herein stated the bonds would have been de- 
feated, instead of having been approved by five to one. 

While we recognize the fact that Southern California has needed 
more water, we believe that the politicians in charge of such work 
should at all times tell the truth about it. Such falsifying would 
not be tolerated by a board of directors from its officers in private 
enterprise when they awakened to the fact that they would be per- 
sonally responsible for debts in the sum of $138 million which they 
had not authorized. They would discharge such men immediately. 


CLOUD SEEDING A PROVEN SCIENCE 


In a paper prepared for the American Society of Civil Engineers 
published in November 1954, Mr. Ray K. Linsley, associate professor 
of hydraulic engineering at Stanford University, said in part: 

The world’s reserve of fresh water is a tiny portion of the total water on the 
earth, and it would be totally inadequate to sustain life if it were not replenished 
by precipitation. * * * There is little doubt that many early civilizations col- 
lapsed under the pressure of long-sustained droughts. * * * The thought of 
increasing water supplies by increasing the precipitation is a tempting one. It 
is the only conceivable means of immediate relief during severe droughts. 


CALIFORNIA LAW GOVERNS RAINMAKING 


Chapter 1677 of the Water Code of California was created by Sen- 
ate Bill No. 617, which was adopted July 24, 1951, and provides in 
section 1: 


The public interest, health, safety, welfare, and necessity require that scien- 
tific experimentation in the field of artificial nucleation, and that scientific 
efforts to develop, increase, and regulate natural precipitation be encouraged, 
and that means be provided for the regulation and control of interference by 
artificial means with natural precipitation of rain, snow, moisture or water 
in any form contained in the atmosphere, within the State of California, in 
order to develop, conserve, and protect the natural water resources of this State 
and to safeguard life and property. 
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SUCCESS OF THE PROJECT CIRRUS 


On July 21, 1949, one of the most successful experiments in history 
of artificial rainmaking was undertaken in a desert in New Mexico. 
This test, made by the United States Government, was called Project 
Cirrus and was conducted by Dr. Irving Langmuir, 1932 Nobel prize 
winner and recently retired associate director of the General Electric 
Research Laboratory, and his colleague, Dr. Vincent J. Schafer. 

Before dawn on July 21, 1949, the force of 30 men, with a few 
pieces of simple equipment, went into the desert near Albuquerque, 
with a desire to find possible ways for the Army and Navy to change 
the weather. At sunrise they fed a few spoonfuls of silver iodide 
solution into the hydrogen-burning torch flame. Vaporized in the 
2,500-degree Fahrenheit heat, the silver iodide floated up, cooling 
instantaneously into an invisible stream of submicroscopic particles. 

The sky was cloudless and calm. But before 8:30 a. m. a single 
cumulus cloud over a mountain south of the field station appeared. 
By 10 a. m. this cloud had expanded to 4 square miles and lhghtning 
flashes were seen. From that time on there were rainstorms, giving 
heavy showers in that neighborhood, and by 11 p. m. rain had fallen 
on one-half of New Mexico, but by midnight the sky became clear. 
The next day the dry creek beds, parched in the desert sun, had 
turned into raging rivers. Dr. Langmuir said that the chances of 
that kind of rainfall without scientific help were only 1 in 1 trillion 
with 38 ciphers added. 

I have looked in my dictionary to find that number, but I cannot 
find it. But those are the chances. There is one chance in all of 
that that they would ever get that by natural rainfall. 


WEATHER MADE TO ORDER 


In Collier’s of May 28, 1954, an article under the above title ap- 
peared from the pen of Capt. H. T. Orville, United States Navy 
(retired), in which he said that within 40 years we may expect to 
break up tornadoes and produce rain and snow at will; and that by 
milking rain or snow from reluctant clouds at the proper time and 
place, we may be able to transform vast barren areas like the American 
dust bowl into fertile, crop-productive land, drastically reducing 
famines the world over. New York City, during its water shortage 
in 1950-51, conducted 36 seedings in the clouds over 31 weeks, result- 
ing in a 14 percent increase in rainfall above that in unseeded areas, 
adding 15 billion gallons of water to the reservoirs, which, to a city 
like Los Angeles, would have meant an 8-weeks supply. 

Mr. Liescoms. Mr. Nordskog, could I interrupt for just a second ? 

Mr. Norpsxoe. Yes, sir. 

Mr. Liescoms. The subcommittee is studying the Hoover Commis- 
sion report. We have about 20 more witnesses this afternoon. If you 
would permit it, you could let the subcommittee take your testimony 
that you have given, you see, and take your paper and review it when 
we have more time. I think that would be better. 

Mr. Norpsxoc. Mr. Lipscomb, you will pardon me, but I have only 
a little to read now. I think these are very salient facts that should 
be known to all who are sitting here. This is a public hearing and 
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your good friend from Montebello said we need to hear the minority 
viewpoints. Here we get to know these things that they ought to 
have in newspapers—things that have been played down usually 
of tremendous projects that will be so outmoded in a few years. May 
I please finish? It will only take a few minutes. 

Mr. Larscoms. I just want to clarify it so you will understand. 
Our jurisdiction extends only to the Hoover Commission Report on 
Water Resources and Power and the recommendations contained 
therein. We do not have any jurisdiction over appropriations or 
recommendations concerning projects of salt water conversion, or 
any of these things. I know the facts you have should be well known. 

Mr. Norpskoe. I am coming to the suggestions I am making on the 
Hoover Commission report. If you will kindly bear with me, it will 
only take a few minutes, if you please. 

The North American Weather Consultants in Altadena, Calif., have 
had successful cloud-seeding operations in California in the counties 
of Ventura, Riverside, San Diego, Mono, and Inyo. 

One of the pioneers in cloud-seeding is Prof. Irving P. Crick, 
president of the Water Resources Development Corp. in Denver, 
whose company has made many a desert blossom like a rose. He told 
the speaker that in one operation in Arizona they had raised the 
runoff in the Salt River, Verde River, and the Tonto River from 
2 to 3 times normal in January, and to as much as 314 times in 
April. Mr. Crick says that his corporation has operated about 
400,000 hours in 22 American States, western provinces of Canada, 
Mexico, Spain, France, Italy, Belgian Congo, and Middle East areas. 
In a letter from Mr. Crick, March 30, 1955, he says that his suc- 


cesses in increasing rainfall range from 20 percent to over 80 percent 
in some areas of high storm frequency ; and that many satisfied clients 
have signed 5-year contracts for continued operations. 


THE CENTRAL VALLEY PROJECT 


The State legislature authorized the construction of the Central 
Valley water project in 1933, to cost $170 million. Due to the fact 
that the California bankers frowned on such an investment, funds 
were obtained from the Federal Government. I wrote to several 
banks and was told that they had no assurance that this project would 
be self-liquidating, so they refused to buy the bonds. Since that time 
the project has been enlarged, calling for a total expenditure of 
$723,427,554, with heavy interest charges added. 


FEATHER RIVER PROJECT 


At present there is a proposal to construct what is known as the 
Feather River project, which is estimated to cost $1,270,387,000. 
Southern California would like to get water from this project, but 
the California constitution provides that the counties in which water 
originates have a prior claim to said water; and that should some of 
that water be taken outside of the county of origin, that supply could 
be cut off at any time the originating county needs it for its own use. 
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This will call for an amendment to the California constitution as 
sa for in article 18, section 1. With the majority of voters 
iving in southern California, it may well be believed that a proposal 
to amend the constitution so as to overcome this handicap would be 
approved by the people living in southern California. The Feather 
River is in northern California. Such amendment will carry with 
a simple majority favoring it, as provided for in the constitution. 
It is estimated that interest charges on this proposed project will 
bring the total cost, when added to the principal, to nearly $4 billion; 
at least that is the figure arrived at by accountants who have declared 
that the upper Colorado River proposed projects will cost 4 billion. 


CONSULTED WITH MANY GOVERNORS 


For several years past the speaker has conferred with the Governors 
of California, Nevada, Arizona, Utah, and Colorado; and has also 
conferred with State engineers of those States, as well as with the 
engineers in the United States Reclamation Bureau in Washington 
and Denver relating to the water problems of the West. It is impor- 
tant that we Californians give honorable consideration to our neigh- 
boring States in their efforts to get adequate water meet At least 
we have the advantage of being on seacoast where unlimited amounts 
of water eternally exist, subject to conversion. 


HOOVER DAM 


It has been the policy of the United States Reclamation Bureau to 


consider proposed projects in the following order: (1) Reclamation 
and irrigation, (2) flood control, (3) navigation, (4) power. 

However, in the Hoover Dam project, power was considered first, 
and that is why contracts had to be made in advance for sufficient 
revenue from the sale of power to repay the Government for its 
investment. 

During the dry cycle, water has been released from Lake Mead in 
an effort to keep the electrical production at par; there has been no 
evidence that water patrons below the dam have suffered a shortage. 
At present about 30 percent to 35 percent of the electrical production 
has been curtailed. If water is the lifeblood of this area, then it should 
not have been wasted in the production of electrical power when un- 
limited means of producing it with steam are available. 


EARTHQUAKES AT HOOVER DAM 


Reports of the Geodetic Survey located at Boulder City reveal that 
from 1935 to 1945 about 6,000 earthquakes have been recorded; and in 
a recent letter from that department I was informed that although 
their current report is not ready for release, that a similar number 
has been recorded from 1945 to 1955, or about 12,000 earthquakes at 
Hoover Dam since 1935, whose dedication I attended on September 30, 
1925, with President Franklin D. Roosevelt doing the honors. Hon- 
orable members of Congress might well make a mental note of that 
fact, these quakes being the result of subsidence behind the dam which 
is filling with earth, ground rock, and other detritus. 
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RECOMMENDATIONS 


Having read the task force report of nearly 1,800 pages, as well 
as the 2 volumes of 300 pages of the task force report to the Com- 
mission on Organization of the Executive Branch of the Govern- 
ment, I find that no effort was made to analyze the constitutional 
questions involved in this great study. I think this is a great mistake 

The members of the Task Force on Water Resources and Power 
included the following lawyers: William B. Bates, Houston, Tex.; 
John W. Reavis, Cleveland, Ohio; Donald R. Richberg, Washing- 
ton, D. C.; Delmar W. Holloman, Washington, D. C.; Cameron F. 
MacRae, New York City; and Walter J. Milde, Cleveland, Ohio. 

Supporters of the theory that the United States Government shall 
have control over all navigable waters undoubtedly depend on pro- 
visions of article 3, section "2, of the Constitution which s: iys that the 
“Judicial power shall extend to all cases * * * of admiralty and 
maritime jurisdiction.” 

With so many State laws relating to water and with so many con- 
flicting opinions as to what laws shall govern, it seems to be very 
important to have these learned lawyers make a study of the con- 
stitutional points involved. The case of Arizona’s claim to certain 
amounts of water from the Colorado River is a case at point, and is 
one which has been in the courts for many years. I recommend that 
Congress fortify itself with a detailed analysis of the many consti- 
tutional points involved in this major study before : adopting legisla- 
tion relating to it. (Refer to the task force report, p. 43.) 

In the Hoover Commission report on page 35, wale a article 6, en- 
titled “A Water Resources Policy and Its Org: anization,” it says: 

It is proposed that the President’s present Committee on Water Resources 
and the Interagency Committee on Water Resources be transformed into a 
Water Resources Board to be located in the Executive Office of the President. 
This Board is to be created from among the Cabinet members, together with 
five public members, presided over by a non-Government chairman; that the 


public members be recruited from engineers, economists, and others of recognized 
abilities. 


(Recommendation No. 1.) 


When Sir William Gladstone was asked what type of committee 
he thought would be most effective, he replied, “A committee of three, 
with two at home, sick abed.” And so, I think it advisable to have 
only a committee of 5 well-paid members, consisting of 1 hydraulic 
engineer, 1 electrical engineer, 1 flood-control engineer, 1 soil-con- 
servation engineer, and 1 highly qualified accountant. ‘Eliminate 
members of the Cabinet in order to avoid political conflict. 

On page 39 of that report, under recommendation No. 3, it sug- 
gests placing the responsibility on the Bureau of the Budget to fully 
perform the function of evaluation of the merits of w ater develop- 
ment projects presented to it for appropriations. I suggest placing 
that responsibility on the accountant of the President’s advisory board 
in order to save time when proposals are presented to Congress for 
consideration. For, has it not been the experience of congressional 
committees that undue delay has been occasioned by having to wait 
for the Bureau of the Budget to make such evaluations? 

My final suggestion is that whenever a report is made to the execu- 
tive division of the Government regarding improper activities in any 
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administrative department, provision should be made by law that 
such reports should never be given to anyone connected with the 
department complained of for investigation which would result in a 
whitewash of such complaint, but should be given to a qualified in- 
vestigator who would approach his task without prejudice. My expe- 
rience in dealing with governmental departments, in city, State, and 
Nation, over a period of 40 years, has convinced me that such a law 
is necessary. ‘The two exhibits, A and B, which I am making part 
of this record, bear mute testimony of this fact, revealing that one 
department head after another used his powers to cover up the unlaw- 
ful and irregular acts of his departmental] colleagues. 

To epitomize, I will say that with the suggestions offered herein 
relating to the conservation of used water, cloud-seeding and sea- 
water conversion for domestic use, if acted on by our constituted 
authorities who may take advantage of the most scientific methods 
now being developed, we will indeed hasten the day when our water 
ae will be minimized, if not entirely overcome. We are now 
iving in an atomic age; yes, a radio and television age; a rocket age 
in which we are thinking in terms of interplanetary flights. It is 
time that we depart from the oxcart age in dealing with our water 

roblems. Joseph built dams that have held water for 3,000 years. 

‘hat is more than we can boast in Los Angeles. Joseph also built 
aqueducts, just like the ones we are still building 3,000 years later. 
Is it not time that we grow up, and shift our gears into high? 


COMMITTEE IS PRAISED 


For the fine work that is being done by your honorable committee 
I praise you, all of you, and each one of you, and I trust that you 
will be able to devise ways and means by which good, potable water 
will be provided for every section of our great Nation, as well as to 
figure out how to assure southern California of a suflicient water 
supply. Indeed, I thank you heartily. 

Mr. Jones. Thank you very much, Mr. Nordskog. 

Mr. Norpskoc. While I spoke about Joseph’s dam, there is a pic- 
ture from the State commissioner, George Young’s commission, which 
took a picture of St. Francis Dam, which failed and killed 635 people 
in one flash—one of the greatest tragedies in the history of the world. 
That was done by our local engineers, and only one of them. The 
Lafayette Dam at Oakland failed with a consultant of our Los Angeles 
bureau. The Calaveras Dam failed with a consultant of our water 
bureau here. The Mulholland Dam is standing today with mudbanks 
up against it to keep it from falling down. I think it is time your 
Congress should know some of these things, and I am glad to have had 
this chance. 

Mr. Jones. Thank you very much, Mr. Nordskog. 


STATEMENT OF HON. GLENARD P. LIPSCOMB, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Liescoms. Mr. Chairman, before the subcommittee recesses for 
lunch, I would like to read an announcement at this time of a very 
important plan that has been proposed by some California Congress- 
men to help solve one of the State’s most pressing water problems. 
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STATE OWNERSHIP OF SAN LUIS DAM AND RESERVOIR 


It concerns a bill to be introduced in the coming January session of 
Congress providing for State ownership of the San Luis Dam and 
Reservoir as a part of the Feather River project of the California 
State water plan, and for Federal use of a portion of these facilities 
on a contractual basis. 

This proc edure has been declared to be perfectly legal by the Solici- 
tor of the United States Interior Department and by Reclamation 
Commissioner W. A. Dexheimer. 

Representative Craig Hosmer of Long Beach, and Representative 
Edgar W. Heistand of Altadena have authorized me to make this 
announcement on their behalf, as they will be taking the initiative to 
sponsor this legislation. A bill incorporating the proposed procedures 
by which the State can acquire the San Luis site and then coordinate 
it with a Federal San Luis irrigation project, if one is authorized, 
now is being drawn up and will be ready for presentation to Congress 
early in January. 

This measure will have the great virtue of solving the uncertainty 
over the question of whether the San Luis site and dam and reservoir 
are to be under State or Federal control. It is agreed by the spon- 
sors of this measure that it is absolutely essential for the State to ac- 
quire title to this most vital link in the California Feather River 
project, an undertaking entirely within the State of California and to 
be financed by the State. W ith this being true, the most influential 
water organizations in ( alifornia, including the Metropolitan Water 
District of Southern Califor nia, the city of Los Angeles, San Diego, 
Ventura, Kern County, Oroville, where the main F eather River Dam 
will be located, and many other sections have expressed themselves as 
unequivocally and unalterably in favor of State acquisition and control 
of the San Luis unit of the Feather River plan. 

Under the procedure proposed in this bill I am discussing, there will 
be no barrier, of course, to the people in the San Luis area : proceeding 
if they wish to seek a Federal Bureau of Reclamation project for an 
irrigation system. It simply would be integrated with the State facili- 
ties, as the Interior Department Solicitor and Reclamation Commis- 
sioner Dexheimer have said is permissible under congressional authori- 
zation. 

In fact, Secretary of the Interior McKay announced in Washington 
December 5 in connection with the San Luis project: 

There appears to be no irreconcilable engineering or financial problems involved 
in coordinating the construction of the San Luis unit. 

Previously, on November 4 Reclamation Commissioner Dexheimer, 
Edmund T. Fritz, Deputy Solicitor for the Interior Department, and 
Edward W. Fisher, Associate Solicitor for the Interior Department, 
Division of Water and Power, had stated, “that a special authorizing 
act for San Luis could be passed by Congress, making possible a Fed- 
eral project on State-owned land.” 

This is an instance where a sovereign State will be saying to the 
Federal Government, “We wish to own, finance, and build a gigantic 
internal water project for the benefit of our people, but we will cooper- 
ate to the fullest extent with the Federal Government to make possible 
the fullest use of the facilities by the local people under a Federal 
reclamation plan if they so desire.” 
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The State-owned San Luis project, it should be pointed out, will 
serve not only the limited area proposed under the Federal plan with 
1 million acre-feet of water, but also will carry 800,000 acre-feet of 
water to thirsty Kern County and supply 1,800,000 acre-feet of water 
for southern California, both of these latter features being lacking in 
the Federal plan. 

Under these circumstances I am happy to announce this projected 
legislation which should solve this thorny problem and pave the way 
for immediate and apaaay action to relieve the needs of the people in 
this State who must have additional water for their continued growth 
and prosperity. 

Mr. Jones. The committee will stand adjourned until 2 p. m. 

(Whereupon, at 1: 15 p. m. the subcommittee recessed until 2 p. m. of 
the same day.) 

AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order. 

Col. William F. Cassidy, division engineer of the South Pacific Divi- 
sion, Corps of Engineers, United States Army. 

Colonel, we are delighted to have you and your associates who have 
been in attendance here. 

Colonel, would you like to highlight your statement and go over the 
principal items? Some of the others I know it will not be necessary 
for you to go over. I appreciate the preparation you have made in 
giving a summary of the projects in the division which you represent. 


STATEMENT OF COL. WILLIAM F. CASSIDY, DIVISION ENGINEER, 
SOUTH PACIFIC DIVISION, CORPS OF ENGINEERS, UNITED STATES 
ARMY 


Colonel Cassipy. All right, sir. 
I am Col. William F. Cassidy, Division Engineer, South Pacific 
Division, Corps of Engineers, United States Army. 


MISSION AND DUTIES OF THE CORPS OF ENGINEERS IN WATER RESOURCES 
DEVELOPMENT 


The South Pacific Division of the Corps of Engineers, United States 
Army, comprises watersheds of the Colorado, Great Basin, and Coastal 
Streams which enter the Pacific Ocean from the southern extremity of 
California to as far north as the Klamath River Basin of Oregon. ‘The 
area includes all of the States of California, Arizona, Utah, and 
Nevada, and those portions of Oregon, Wyoming, Colorado, and New 
Mexico which fall within the above watersheds. The Territory of 
Hawaii also is included within the boundaries of the South Pacific 
Division. However, my presentation will be confined to civil works 
activities as they pertain to the State of California. 

Work of the South Pacific Division is carried out under the direct 
supervision of district engineers whose offices are located in San 
Francisco, Sacramento, and Los Angeles. Water resources develop- 
ment for the northern part of the coastal drainage area of California 
is under Col. John A. Graf, district engineer of the San Francisco 
district. The Central Valley is in the Sacramento district, under 
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Col. William J. Ely. The southern portion of the State is in the Los 
Angeles district, where Col. Arthur H. Frye, Jr., is the district 
engineer. 

ou are familiar with the national policies of the Corps of Engineers 
and its responsibilities for planning and constructing all Federal 
works built primarily for navigation or flood control. These re- 
sponsibilities were, of course, formulated by the Congress of the 
United States and are performed in accordance with the directious 
of Congress. In California these responsibilities also include the 
control of mining debris in relation to maintaining navigable channels 
and the providing of shore protection on beach erosion control mea- 
sures. In all water resources development work close cooperation is 
maintained with State and local authorities and other Federal agen- 
cies in order to provide beneficial improvements of the type desired by 
the citizens of the communities and areas most directly concerned. 


THE FEDERAL NAVIGATION PROGRAM 


Basic laws which summarize the principal expressions of policy 
by Congress are the act of March 3, 1899, establishing requirement for 
the protecting and preservation of navigable waters; the act of June 
13, 1902, which created the Board of Engineers for Rivers and 
Harbors; and the act of March 4, 1913, which provides basic principles 
and procedure for preparation and processing of reports, and the 
River and Harbor Act of March 1, 1917, makes all laws relating to 
examination and surveys and to works of improvement to rivers and 
harbors applicable also to flood control insofar as applicable. The 
acts approved July 3, 1930, August 30, 1955, July 31, 1945, and August 
13, 1946, constitute the principal legislation affecting the beach erosion 
and shore protection investigations. 

The laws prescribe that every navigation report submitted to Con- 

ss shall contain a statement of the respective general and local 
enefits and of the amount of local cooperation that should properly 
be required. Providing and maintaining at local expense adequate 
public terminal and transfer facilities open to all on equal terms is 
one of the several important requirements of local cooperation. Navi- 
gation projects primarily consist of inland waterways, including 
channel improvement of natural harbors or construction of new 
harbors to meet the requirements of deep-draft oceangoing shipping; 
and small-boat harbors including improvement or construction of 
shallow-draft harbors and channels for commercial and sport fish- 
ing, general recreational boating and for use as harbors of refuge for 
shallow craft. 

In the attached pamphlet, Water Resources Development by the 
Corps of Engineers in the State of California, you will find described 
the completed navigation propects. This description does not include 
maintenance cost figures, so I have listed only the names of the projects 
and opposite each the latest (1955) approved estimate for annual cost 
of maintenance: 

Humboldt Harbor and Bay $259, 500 
Feather River 
Mokelumne River 


Bodega Bay 
Napa River 
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San Pablo Bay and Mare Island Strait._..--_.---..-.-...-..---...--- 225, 000 
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San Luis Obispo Harbor (insignificant last maintenance in 1937). 

Bante Bererew pveer. ee a a Ae be ak. 30, 000 
Gan ies THRCOC iia ict Si de ea eee Bs Ee ea de 40, 000 


Mr. Jones. These are all Federal maintenance charges? 

Colonel Cassipy. Yes, sir. They are all estimated annual charges. 
They are not made every year. It depends on appropriations of Con- 
gress and whether or not the work has to be done that year. 

Also listed in the pamphlet are projects carried under a heading, 
Navigation Projects Under Construction. However, you will note 
that the pamphlet is nearly 1 year old. Therefore, I have taken the 
liberty of relisting these projects which are under construction, pro- 
viding only a brief description but bringing cost figures up to date 
where applicable, in order that the cost figures will incorporate funds 
appropriated by Congress for the current (1956) fiscal year. 


CRESCENT CITY HARBOR 


Includes harbor work consisting of extension of the outer break- 
water to a total length of 4,700 feet, construction of a sand barrier, 
construction of an inner breakwater to form a protected fish-boat 
harbor, removal pinnacle rocks in the fish-boat harbor, maintenance 
by dredging, and dredging of a basin in the main harbor. Total 
Federal construction cost is estimated at about $7,111,000 on the basis 
of July 1955 prices. It is estimated that the amount needed to com- 
plete the projects after January 1, 1956, is about $1,631,000 The latest 
(1955) approved estimate for annual cost of maintenance is $151,500. 


NOYO RIVER AND HARBOR 


This project is as described in the pamphlet. Considerable work 
remains, but no funds are currently available toward completion of the 
project. The latest (1955) approved estimate for annual cost of main- 
tenance is $54,500. 


SACRAMENTO RIVER (DEEP-WATER SHIP CHANNEL) 


The deep-water ship channel will consist of a navigation channel 
30 feet in depth and fem 200 to 300 feet wide, from Collinsville to 
Washington Lake near Sacramento, a triangular-shaped harbor and 
turning basin in Washington Lake, and a connecting barge channel 
13 feet deep and 120 feet wide with navigation lock from eee 
Lake to the Sacramento River. The deep-water channel will follow 
the Sacramento River from Collinsville to Cache Slough, a distance 
of 15 miles, up to Cache Slough about 3 miles and then by a new 
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channel 25 miles long to Washington Lake. The estimated total Fed- 
eral construction cost for this project is $37,500,000 on basis of July 
1955 price level. Fiscal year 1956 funds in the amount of $500,000 
will be used to initiate the enlargement of Liberty Cut, Prospect 
Slough, and West Channel and Yolo Bypass. The latest (1955) ap- 
proved estimate for annual cost of maintenance is $205,000. 

Mr. Jones. What is the nature of it? Is it bar removal and chan- 
nel clearance ? 

Colonel Cassipy. A dredged channel from about the mouth of the 
Sacramento River to the city of Sacramento. There will be a con- 
necting channel from the harbor to the Sacramento River itself. 


SACRAMENTO RIVER (SHALLOW-DRAFT CHANNEL) 


This project provides for a channel 10 feet deep at mean lower low 
water and 150 to 200 feet wide from the mouth of the Sacramento 
River to the city of Sacramento, a distance of about 60 miles; a chan- 
nel 6 feet deep from Sacramento to Colusa, about 85 miles; a channel 
5 feet deep from Colusa to Chico Landing, about 50 miles; and such 
depths as are practicable from Chico Landing to Red Bluff, some 52 
miles. The estimated total Federal construction cost is $1,127,000, 
including $185,000 expended prior to 1899 for a previous project, and 
$942,000 (July 1955 prices) for the present project. The amount 
required after January 1956 to complete the project is estimated at 
$356,600. The latest (1955) approved estimate for annual cost of 
maintenance is $250,000. 

Mr. Jones. What isthe principal cargo? Is it lumber? 

Colonel Casstpy. Petroleum products are the principal cargo, but 
there is a lot of sugar beet and agricultural products, and sand and 
gravel, and things of that type. 


SAN JOAQUIN RIVER, STOCKTON DEEP-WATER CHANNEL AND BURNS 
CUTOFF 


Various river and harbor acts have progressively authorized the 
project to its present plan. All work authorized by the 1937 act and 
earlier acts has been completed. New work authorized by the 1950 act 
includes enlargement of the Burns Cutoff and other project channels, 
enlargement of the existing turning basin, construction of an addi- 
tional turning basin, construction of a settling basin, and certain minor 
work. Estimated Federal construction cost of this new work is $9,- 
590,000. An appropriation of $335,000 has been made for enlarging 
the existing turning basin to 960 feet in width and 1,200 feet long. 
This work was completed in 1955. The latest (1955) approved esti- 
mate for annual cost of maintenance is $175,000. 


RICHMOND HARBOR 


Important for its military, commercial, and recreational uses, work 
remaining to be done is under way and consists of the widening of the 
channel in the inner harbor, deepening the channels from 30 to 35 feet, 
and dredging the channel from deep water to the outer harbor. Total 
Federal construction cost is estimated at $3,164,000, on the basis of 
1955 prices. It is estimated that the amount needed to complete the 
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project after January 1, 1956, is $1,849,000. The latest (1955) 
approved estimate for annual cost of maintenance is $169,000. 


REDWOOD CITY HARBOR 


No work is currently under way on this project. Local cooperation 
features have not been met and until these are assured (a bond issue 
is pending) Federal participation cannot be resumed. Total Federal 
construction cost, including the cost of earlier work, is estimated at 
$1,752,000, based on 1955 prices. It is estimated that $1,590,700 will 
be required to complete the project after January 1, 1956. The latest 
(1955) approved estimate for annual cost of maintenance is $102,500. 


LOS ANGELES AND LONG BEACH HARBORS 


This is one of the world’s largest manmade harbors, and improve- 
ments have kept pace with the rapid economic and population growth 
of the area. Dredging in east basin was authorized as a modifica- 
tion of the existing project by act approved September 3, 1954, at an 
estimated cost of $896,500. Local interests have dredged about 
1,290,000 cubic yards of material from the basin, using their ovn 
funds. They are to be reimbursed for the cost of this work. Ap- 
proximately 700,000 cubic yards of material remain to be dredged by 
the Federal Government. Total construction cost of the project to 
date is $32,883,000, including $336,000 of contributed funds. The 
oo (1955) approved estimate for annual cost of maintenance is 

205,000. 

There is some dredging in the inner harbor. Most of the dredg- 
ing has been done by the local interests, and they will be reimbursed. 
Most of the dredging has been done. 

Newport Bay Harbor also is a small harbor on the coast, and some 
additional dredging is required there. 

San Diego River and Mission Bay is a combined project of the local 
authorities and the Federal Government. We provided the commer- 
cial end and the ship entrances from the ocean and the commercial 
side, and they are providing a tremendous recreational harbor behind 
it. Our cost is $10 million and theirs is $18 million. 

Redondo Beach Harbor is an improvement of an existing harbor by 
extension of jetties and the building of new jetties and some dredging. 
That project is also starting this year. 

Our flood-control program, particularly the Central Valley, is part 
of the overall plan. We have completed several dams and have more 
in the planning stage. We are winding up construction of Folsom 
this year. The dam will be completed and dedicated some time this 
spring. That dam is the only dam constructed by the Corps of Engi- 
neers at which there is power generation, but the powerhouse was con- 
structed by the Bureau of Reclamation, and the entire dam and entire 
operation of the facility will be turned over to the Bureau of Reclama- 
tion when it is complete. 

Mr. Jones. What is the completion date on it? 

Colonel Casstpy. March of this spring. Our largest flood control 
project is right here in this county, the ioe Angeles County drainage 
area. It is a flood protection project on the San Gabriel, the Rio 
Hondo and Ballona Creek, and consists of dams and flood protection 
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dams and channel improvement. The total cost, which includes Whit- 
tier Narrows Reservoir, is $380 million. I think it still requires $204 
million to complete the project. The appropriations have been run- 
ning lately about $14 million a year. 

The Los Angeles County drainage district, the local cooperative 
organization, is spending x about $600 million in relation to the same 
project. Then we have a series of minor projects, such as the San 
Joaquin River and tributaries starting out this year. Also San An- 
tonia and Chino Creeks in San Bernardino C ounty here. 

Then we have a stream system on the East Twin and the Warm 
Creeks that needs improvement to protect the city of Riverside and 
others. 

We have a series of beach erosion control projects, but only two are 
authorized. 

We have studies in cooperation with the State working up and down 
the coast in the principal danger areas. The State puts up half the 
money and the corps puts up half the money and the study is made. 

The California debris commission is part of our work here. The 
purpose is controlling debris by various restraining barriers to prevent 
the silt from impairing the usefulness of the streams for navigation 
and flood control. This work actually permitted the resumption of 
hydraulic mining, but that is not very active at present. 

We have one special investigation that is a little exceptional. The 
investigation authority was granted by the River and Harbor Act 
of 1950. That will comprise an investigation of transportation, flood 
control, reclamation and salinity control in the San Francisco Bay 
region. It will take about 6 years, again depending on the availability 
of funds. 

Finally we have in existence one project at which there is a domestic 
water supply. That is the Coyote Dam on Russian River, at which 
construction will start this year. The local people put up the money 
for the conservation part of the domestic water supply on that dam, 
and that leads to the last thought on this paper. 

Because of our continued water short age in this country we are going 
to have to think more and more of domestic supply. I think the p: wrt 
of the Corps of Engineers is not in water supply, but in consideration 
of storage service. The State laws are too complicated for us to get 
into the business of water supply itself, but there is a field of storage 
which the Corns of Engineers could investigate to add to their—— 

Mr. Jones. That is an authority you do not have at the present time. 

Colonel Casstpy. That authority does not exist at the present time. 

Mr. Jones. I agree with you, Colonel. If we are going to make 

lans that will be valuable in the years ahead we are certainly going to 

ave to take that factor into consideration in making it one of the eco- 
nomic justifictions for the authorizing of projects. Too many times 
we see dams which have been constructed and have overlooked that 
potential of recapturing some of the lost water in those projects. 

Mr. Lipscomb? 

Mr. Lrescoms. Colonel, I had correspondence with you, I think, or 
with your district office, i in October. As T understand it, your district 
currently has under construction about $70 million of military work 
and $24 million in civilian work in this area. 

Colonel Casstpy. That is roughly it. 
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Mr. Lirscoms. Have you that broken down for the State of Cali- 
fornia, by any chance? 

Colonel Cassipy. Not now. I can get it if you wish to have it. I 
can mail it in to you. 

Mr. Lrescoms. That is all. 

Mr. Jones. Without objection, the whole statement submitted by 
the colonel will be made a part of the record at this point. 

(The prepared statement referred to is as follows :) 


STATEMENT OF Cot. WitutaM F. Cassipy, Division ENGINEER, SOUTH PAcIFICc 
DIVISION, Corps OF ENGINEERS, UNITED STATES ARMY 


MISSION AND DUTIES OF THE CORPS OF ENGINEERS IN WATER RESOURCES DEVELOPMENT 


The South Pacific Division of the Corps of Engineers, United States Army, com- 
prises watersheds of the Colorado, Great Basin, and coastal streams which enter 
the Pacific Ocean from the southern extremity of California to as far north as 
the Klamath River Basin of Oregon. The area includes all of the States of Cali- 
fornia, Arizona, Utah, and Nevada, and those portions of Oregon, Wyoming, 
Colorado, and New Mexico which fall within the above watersheds. The Terri- 
tory of Hawaii also is included within the boundaries of the South Pacific Divi- 
sion. However, my presentation will be confined to civil works activities as they 
pertain to the State of California. 

Work of the South Pacific Division is carried out under the direction super- 
vision of district engineers whose offices are located in San Francisco, Sacramento, 
and Los Angeles. Water resources development for the northern part of the 
coastal drainage area of California is under Col. John A. Graf, district engineer 
of the San Francisco district. The Central Valley is in the Sacramento district, 
under Col. William J. Ely. The southern portion of the State is in the Los 
Angeles district where Col. Arthur H. Frye, Jr., is the district engineer. 

You are familiar with the national policies of the Corps of Engineers and its 
responsibilities for planning and constructing all Federal works built primarily 
for navigation or flood control. These responsibilities were, of course, formulated 
by the Congress of the United States and are performed in accordance with the 
directions of Congress. In California these responsibilities also include the 
control of mining debris in relation to maintaining navigable channels and the 
providing of shore protection and beach erosion control measures. In all water 
resources development work close cooperation is maintained with State and local 
authorities and other Federal agencies in order to provide beneficial improve- 
ments of the type desired by the citizens of the communities and areas most 
directly concerned. 


The Federal navigation program 

Basie laws which summarize the principal expressions of policy by Congress 
are the act of March 3, 1899, establishing requirement for the protecting and 
preservation of navigable waters; the act of June 13, 1902, which created the 
soard of Engineers for Rivers and Harbors; and the act of March 4, 1913, which 
provides basic principles and procedure for preparation and processing of reports, 
and the River and Harbor Act of March 1, 1917, makes all laws relating to 
examination and surveys and to works of improvement to rivers and harbors 
applicable also to flood control insofar as applicable. The acts approved July 3, 
1930; August 30, 1955; July 31, 1945; and August 13, 1946, constitute the prin- 
cipal legislation affecting the beach erosion and shore protection investigations. 
The laws prescribe that every navigation report submitted to Congress shall 
contain a statement of the respective general and local benefits and of the amount 
of local cooperation that should properly be required. Providing and maintaining 
at local expense adequate public terminal and transfer facilities open to all on 
equal terms is one of the several important requirements of local cooperation. 
Navigation projects primarily consist of inland waterways, including channel 
improvement of natural rivers for navigation; deep-water harbors including the 
improvement of natural harbors or construetion of new harbors to meet the 
requirements of deep draft ocean-going shipping ; and small-boat harbors includ- 
ing improvement or construction of shallow draft harbors and channels for 
commercial and sport fishing, general recreational boating, and for use as harbors 
of refuge for shallow craft. 
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In the attached pamphlet, “Water Resources Development by the Corps of 
Engineers in the State of California,” you will find described the completed nav- 
igation projects. This description does not include maintenance cost figures, so I 
have listed only the names of the projects and opposite each the latest (1955) 
approved estimate for annual cost of maintenance. 
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Also listed in the pamphlet are projects carried under a heading “Navigation 
Projects Under Construction.” However, you will note that the pamphlet 
is nearly 1 year old. Therefore, I have taken the liberty of relisting these 
projects which are under construction, providing only a brief description but 
bringing cost figures up to date where applicable, in order that the cost fig- 
ures will incorporate funds appropriated by Congress for the current (1956) 
fiscal year. 


Crescent City Harbor 


Includes harbor work consisting of extension of the outer breakwater to 
a total length of 4,700 feet, construction of a sand barrier, construction of an 
inner breakwater to form a protected fish-boat harbor, removal of pinnacle 
rocks in the fish-boat harbor, maintenance by dredging, and dredging of a 
basin in the main harbor. Total Federal construction cost is estimated at 
about $7,111,000 on the basis of July 1955 prices. It is estimated that the 
amount needed to complete the project after January 1, 1956, is about $1,631,000. 
The latest (1955) approved estimate for annual cost of maintenance is $151,500. 


Noyo River and Harbor 


This project is as described in the pamphlet. Considerable work remains, 
but no funds are currently available toward completion of the project. The 
latest (1955) approved estimate for annual cost of maintenance is $54,500. 


Sacramento River (deep water ship channel) 


The deep water ship channel will consist of a navigation channel 30 feet 
in depth and from 200 to 300 feet wide, from Collinsville to Washington Lake 
near Sacramento, a triangular-shaped harbor and turning basin in Washington 
Lake, and a connecting barge channel 13 feet deep and 120 feet wide with 
navigation lock from Washington Lake to the Sacramento River. The deep- 
water channel will follow the Sacramento River from Collinsville to Cache 
Slough, a distance of 15 miles, up Cache Slough about 3 miles, and then by a new 
channel 25 miles long to Washington Lake. The estimated total Federal construc- 
tion cost for this project is $37,500,000 on basis of July 1955 price level. Fiscal 
year 1956 funds in the amount of $500,000 will be used to initiate the enlargement 
of Liberty Cut, Prospect Slough, West Channel, and Yolo Bypass. The latest 
(1955) approved estimate for annual cost of maintenance is $205,000. 


Sacramento River (shallow draft channel) 


This project provides for a channel 10 feet deep at mean lower low water 
and 150 to 200 feet wide from the mouth of the Sacramento River to the city 
of Sacramento, a distance of about 60 miles; a channel 6 feet deep from Sacra- 
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mento to Colusa, about 85 miles; a channel 5 feet deep from Colusa to Chico 
Landing, about 50 miles; and such depths as are practicable from Chico Landing 
to Red Bluff, some 52 miles. The estimated total Federal construction cost 
is $1,127,000 including $185,000 expended prior to 1809 for a previous project, 
and $942,000 (July 1955 prices) for the present project. The amount required 
after January 1956, to complete the project is estimated at $356,000, The 
latest (1955) approved estimate for annual cost of maintenance is $250,000. 


San Joaquin River, Stockton Deep-Water Channel, and Burns Cutoff 


Various river and harbor acts have progressively authorized the project to its 
present plan. All work authorized by the 1937 act and earlier acts has been 
completed. New work authorized by the 1950 act includes enlargement of the 
Burns Cutoff and other project channels, enlargement of the existing turning 
basin, construction of an additional turning basin, construction of a settling basin, 
and certain minor work. Estimated Federal construction cost of this new work 
is $9,590,000. An appropriation of $335,000 has been made for enlarging the 
existing turning basin to 960 feet in width and 1,200 feet long. This work was 
completed in 1955. The latest (1955) approved estimate for annual cost of 
maintenance is $175,000. 


Richmond Harbor 

Important for its military, commercial, and recreational uses, work remaining 
to be done is underway and consists of the widening of the channel in the inner 
harbor, deepening the channels from 30 to 35 feet, and dredging the channel 
from deep water to the outer harbor. Total Federal construction cost is esti- 
mated at $3,164,000 on the basis of 1955 prices. It is estimated that the amount 
needed to complete the project after January 1, 1956, is $1,849,000. The latest 
(1955) approved estimate for annual cost of maintenance is $169,900. 


Redwood City Harbor 

No work is currently underway on this project. Local cooperation features 
have not been met and until these are assured (a bond issue is pending) Federal 
participation cannot be resumed. Total Federal construction cost, including 
the cost of earlier work, is estimated at $1,752,000 based on 1955 prices. It is 
estimated that $1,590,700 will be required to complete the project after January 1, 
1956. The latest (1955) approved estimate for annual cost of maintenance is 
$102,500. 
Los Angeles and Long Beach Harbors 

This is one of the world’s largest man-made harbors and improvements have 
kept pace with the rapid economic and population growth of the area. Dredging 
in East Basin was authorized as a modification of the existing project by act 
approved September 8, 1954, at an estimated cost of $896,500. Local interests 
have dredged about 1,290,000 cubic yards of material from the basin using their 
own funds. They are to be reimbursed for the cost of this work. Approximately 
700,000 cubic yards of material remain to be dredged by the Federal Government. 
Total construction cost of the project to date is $32,883,000, including $336,000 
of contributed funds. The latest (1955) approved estimate for annual cost of 
maintenance is $205,000. 


Newport Bay Harbor 


The initial phase of the improvement is complete and all the existing facilities 
are in use. The uncompleted work consists of additional dredging. Total Fed- 
eral construction costs are estimated at $1,770,000 (July 1955 price level). It is 
estimated that after January 1, 1956, $973,000 in Federal funds and $255,000 in 
contributed funds will be needed to complete the project. The latest (1955) 
approved estimate for annual cost of maintenance is $15,000. 


San Diego River and Mission Bay 


When the Mission Bay Harbor improvement is completed, it is claimed that it 
will be one of the finest marine park and recreational centers in the United 
States. Provisions are planned for automobile trailer parks, grounds for youth 
activities, picnic areas with facilities for camp fires, a model yacht basin, golf 
courses, motels, hotels, baseball grounds, tennis courts, and many other recrea- 
tional activities. Commercial and industrial activity will be in or around Quivera 
Basin. About 3,200 small craft and 45 sport fishing boats are expected to be 
based in Mission Bay. The total Federal construction cost is estimated at 
$10,200,000 (July 1955 prices). It is estimated that local interests will expend 
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about $18,500,000 for the full development of the project. The latest schedule 
provides for completion of the Federal part of the work in 1959, consisting of 
dredging main channel and basins and harbor revetment. No funds were made 
avai.abie for tiscal years 1953-54. In fiscal year 1955 dredging of the entrance 
channels was completed. The latest (1955) approved estimate for annual cost 
of maintenance is $13,000. 


Redondo Beach Harbor 


In the pamphlet, this project is listed as “not started.” For fiscal year 1956 
funds were appropriated and construction is scheduled for initiation in April 1956. 
This harbor is used for recreational and commercial! fishing activities. ‘The 
authorized project calls for repair and extension of the existing north breakwater 
and construction of a south breakwater 700 feet long. Total Federal construction 
cost is estimated at $5,630,000 (July 1955 prices). To date $485,000 has been 
apvropriated. The lates (1955) approved estimate for annual cost of mainte- 
nance is $20,000. 


The Federal flood-control program 


The Flood Control Act of June 22, 1936, as amended by later acts, especially the 
acts of June 28, 1938, and December 22, 1944, established the Federal policy with 
regard to flood control, i. e., that “flood control on navigable waters or their 
tributaries is a proper activity of the Federal Government in cooperation with 
the States, their political subdivision, and localities thereof. * * *” However, 
as in the case of navigation projects, each Federal flood-control project, except 
for certain minor improvements and certain emergency work, must be specifically 
authorized by Congress. Flood-control improvements, especially those that are 
part of large integrated river-basin projects, often include multiple-purpose 
reservoirs for flood-control and water conservation. Benefits from these reser- 
voirs include the prevention or reduction of flood damages and the conservation 
of water for various purposes, such as for municipal and industrial use, naviga- 
tion, irrigation, development of hydroelectric power, preservation of fish and 
wildlife, and recreation. Multiple-purpose projects constructed by the Corps 
of Engineers generally include flood control or navigation as a fundamental 
purpose. 

Sixteen flood control projects have been completed within the State of Cali- 
fornia. Eleven of these projects include storage reservoirs, the largest of which 
are behind Pine Flat Dam on the Kings River near Fresno and Isabella Dam 
on the Kern River near Bakersfield. These two, in addition to flood control 
also serve the people of California by providing benefits for irrigation, conserva- 
tion, and recreation. 

In California rainfall floods occur during winter months. When the spring 
snow-melt floods occur, these same reservoirs are ready again to serve their 
basic purpose. However, climatic conditions in California then permit full 
utilization of this space for conservation storage. As a result, the reservoir 
can be operated for irrigation, recreation, and other conservation benefits that 
accrue from stretching a heavy seasonal water supply over a long, dry summer. 
With foothill storage added to an already developed distribution system, water 
users can draw their established share of irrigation water when they need it, 
instead of leaving the time of delivery to the whim of the river. Recreation 
in the form of boating, fishing, camping, and picnicking is permissible and 
encouraged. 

Another nearly completed project is Folsom Reservoir on the American River 
near Sacramento. In service this winter, the reservoir will have a storage 
capacity of 1 million acre-feet. Hydroelectric power facilities are also included 
in the Folsom Dam project. Operation of this project, when completed early 
next year, will be turned over to the Bureau of Reclamation. The estimated 
Federal construction cost of the dam and reservoir is $63,019,000 (July 1955 
price level). Allotments to date amount to $63,019,000. 

(Largest of the California flood control projects is the Los Angeles County 
drainage area. This plan provides for protection of Los Angeles County areas 
by control of the Los Angeles and San Gabriel Rivers, the Rio Hondo and 
Ballona Creek, to be effected by construction of flood control reservoirs, debris 
basins, and channel improvements for safe conveyance of river flows. Four 
flood control dams, nine debris basins, and many miles of main and tributary 
channel improvement together with necessary bridge reconstructions have been 
completed. Whittier Narrows Flood Control Reservoir, another unit of the 
comprehensive plan, is scheduled for completion in March 1956. Total Federal 
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first cost of the Los Angeles County drainage area is estimated at $380,300,000 
(July 1955), including $32,300,000 for Whittier Narrows Reservoir, but not in- 
cluding the cost of 6 debris basins, about 26 miles of channel improvements 
constructed with emergency relief funds prior to authorization of the compre- 
hensive plan. It is estimated that after January 1, 1956, $204,374,000 (based 
on July 1955 prices) will be required to complete the project. 

Starting on page 40 of the attached pamphiet are the descriptions of flood- 
control projects under construction in California. These descriptions are accu- 
rate. However, for your information, I will brief cost figure changes and 
mention projects which should be added to this list as a result of congressional 
action for fiscal year 1956. 

Federal first costs for the Sacramento River, old project, are estimated at 
$65,500,000 (July 1955 price levels). Appropriations total $54,611,500, Local 
interests have spent over $85 million as their share of the construction costs 
and expect to spend an additional $20 million toward completion of the project. 

The estimated Federal construction cost of San Antonio flood-control reser- 
voir (Santa Ana River Basin) is $7,325,000 (1955). All funds required have 
been appropriated. 

Due to congressional action for fiscal year 1956, several projects listed on 
page 54 of the attached pamphlet under the heading “Authorized Flood Control 
Projects Not Started” are now in the “Under Construction” category. These 
include the following: 

Russian River project for which total appropriations to date are $1,086,000. 
The Federal first cost of the project is estimated at $12,687,000 based on 1955 
prices. 

San Joaquin River and tributaries (levee and channel improvements) con- 
struction of which is to be initiated in April 1956. Federal cost of this project 
is estimated to be $10,700,000 (July 1955 prices), and total appropriations to 
date are $646,000. 

San Antonio and Chino Creeks channel scheduled for construction initiation 
in March 1956. The estimated Federal construction cost is $11 million (July 
1955) with total appropriations to date of $930,000. 

Devil, East Twin, Warm and Lytle Creeks channel improvements (Santa 
Ana River Basin) also is scheduled for construction start in March 1956. Total 
appropriations to date have been $1 million. The estimated Federal construc- 
tion cost is $15,200,000 (1955). 

Riverside levee (Santa Ana River Basin) is scheduled to be started in April 
1956. The estimated Federal construction cost is $2,980,000 (1955). Total 


appropriations to date are $250,000. 


Beach erosion control program 

In California as well as other areas of the United States and its Territories 
which border the oceans, gulf coasts, and Great Lakes, beach erosion control is 
a national water problem requiring solution similar in attack to the corps’ re- 


sponsibility to provide protection against floods. 

The River and Harbor Act of July 3, 1930 (Public Law 520, Tist Cong.), 
established under the direction of the then Secretary of War, a Beach Erosion 
Board consisting of 4 officers of the Corps of Engineers and 3 specially qualified 
civilian engineers of State agencies selected by the Chief of Engineers, and 
authorized and directed that investigations and studies be made in cooperation 
with aprropriate agencies of various States on the Atlantic, Pacific, and gulf 
coasts, on the Great Lakes and the Territories with a view to devising effective 
means of preventing erosion of shores of coastal and lake waters by waves and 
currents. 

The River and Harbor Act of August 30, 1935 (Public Law 409, 74th Cong.), 
required that every authorized navigation report considering the improvement 
of the entrance at the mouth of any coastal river or inlet should contain infor- 
mation on the probable effect of the proposed improvement on the configuration 
of the coastline for a distance of not less than 10 miles on either side of said 
entrance. 

The River and Harbor Act of July 31, 1945 (Public Law 166, 79th Cong.), 
authorized general shoreline investigations wholly at Federal expense and in 
addition to the cooperative investigations authorized in the 1930 act. These 
general studies are for the purpose of developing or determining physical phe- 
nomena, techniques, principles, and procedures related to the protection, restora- 
tion, and development of beaches and shores, and to provide the technical basis 
upon which to arrive at sound, economical solutions to shore erosion problems 


generally. 
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The River and Harbor Act of August 13, 1946 (Public Law 727, 79th Cong.), 
provided it to be policy of the United States that, for any plan of protection 
<dleveloped under a cooperative investigation and study made under the provi- 
sions of the 1930 act, the United States would assist in the construction, but 
not the maintenance, of works of improvement and protection against erosion 
by waves and currents of shores of the United States that are owned by States, 
municipalities, and other political subdivisions. The extent of a Federal con- 
tribution toward the construction of such protective works would be limited to 
an amount not to exceed one-third of the total cost. 

Under the above authorities, the South Pacific division has formulated some 20 
beach erosion control reports and some 10 navigation reports in which the 
probable effect of proposed navigation improvements on adjacent shorelines 
have been analyzed. 'The most notable cooperative study is that being conducted 
under an agreement authorized in 1946 between the State of California and the 
United States on a fund-matching basis whereby the entire coastline of the State 
eventually will be investigated in the interest of shore protection. Specific 
problem segments, in the order of their seriousness, are investigated under appen- 
dixes to the master agreement. To date, six coastal segments have been or are 
under investigation, namely: Los Angeles County, Ventura County, Santa Cruz 
County, San Diego County, Orange County, and Humboldt County. Two proj- 
ects have been authorized by Congress for Federal participation under the 1946 
act for Los Angeles and Ventura Counties. In addition, two studies have been 
completed in cooperation with the Territory of Hawaii and one of these, a beach 
replenishment project at Waikiki Beach, Oahu, has been authorized by Congress 
for Federal participation in its cost. 


Debris control program 


The purpose of debris-control works is to prevent the debris which results 
from hydraulic mining from impairing by siltation the usefulness of the main 
stream channels for navigation and flood-carrying purposes. Such works retain 
the debris out of stream beds in the foothill regions and also permit a resumption 
of hydraulic mining which was prohibited by law for a time. This work is 
described on page 30 of the attached pamphlet. 

Cooperative studies 

Close cooperation with local interests, the State, and other Federal agencies 
is maintained during investigation and planning by the Corps of Engineers for 
flood control, navigation, beach erosion control and other water resources devel- 
opment projects. Each river basin investigation authorized by Congress is 
formulated as a unit in developing a comprehensive flood-control plan and/or 
navigation, In addition to flood control and navigation, the studies include 
consideration of all water-conservation uses, including domestic water supply, 
hydroelectric power, and such other potential uses of water as can be economi- 
cally integrated into the plan. As a result, the desires of local interests and 
the plans of other agencies receive full consideration and become properly recom- 
mended features in the plan for the resulting Corps of Engineers projects. 
Special investigations 

One of the few special investigations specifically authorized by Congress is the 
San Francisco Bay comprehensive study. It will be noted in reading authorizing 
acts for various projects that the language of each often varies considerably in 
that the scope of work is generally stated with a specific plan of improvement as 
a goal. 3ecause of these variances the Corps is sometimes delegated respounsi- 
bilities which traverse lines of delegated responsibilities usually reserved to 
other agencies. 

This, of course, requires the closest of integrated cooperation with other 
agencies and affords an agency head, as well as many of his employees, the oppor- 
tunity to become closer allied in cooperative efforts to serve the American public. 
The San Francisco Bay study is an excellent example. Authority in general 
terms for the present comprehensive study is contained in the Rivers and Harbors 
Act of 1950. However, full scope of the work is only found in Senate Resolution 
119, 81st Congress, 1st session, which specified that the examination would include 
“a study of the needs of the San Francisco bay grea with respect to additional 
transportation, arteries, bridges, causeways, and other facilities designed to 
advance the commerce, navigation, national defense, land reclamation, and resi- 
dential and industrial development of the area, including but not limited to («) 
the extent to which such facilities may be utilized to expand or be combined or 
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coordinated with facilities for expansion of the fresh water supply of the area ; 
(b) the extent to which such additional facilities will contribute to national 
defense, navigation, flood control, irrigation of agricultural lands, the repulsion 
of salinity, and other authorized Federal functions; and (c) the estimated cost 
of such works,” 

It is recognized in undertaking this study that the broad scope, as outlined 
above, included items not in the normal field of investigation by the Corps of 
Engineers. However, it was also deemed essential that if a comprehensive 
investigation was to be made, these items would all have to be considered, in 
cooperation with other Federal agencies normally assigned such functions. 


Domestic water supply 

You will note the above wording of item (a)—‘“the extent to which such 
facilities may be utilized to expand or be combined or coordinated with facilities 
for expansion of the fresh water supply of the area.” The development of water 
resources, including water conservation and domestic water supply is a problem 
of vital importance to California. Water supply particularly has been a problem 
of grave concern for many years. Since World War II and its unequaled popu- 
lation growth and economic development, California has had to consider the end 
use of veritably every drop of water that originated anywhere within the State. 
The fact is that water supply, like navigation and flood control, is a vital neces- 
sity to the economy of almost every locality within the confines of the South 
Pacific division. The Federal Government is rendering important cooperative 
service in the field of water supply. However, such services usually are inci- 
dental aspects of some other primary objective or objectives of the project. The 
Russian River project soon to be placed under construction in Coyote Valley near 
Ukiah, Calif., isan example. Authorized for flood control and water conservation 
purposes, additional services include the furnishing of a dependable water supply 
for agriculture, domestic use, and industrial and recreational purposes. These 
additional services, to be provided with local funds, include construction of water 
conveyance lines to serve a number of important urban areas such as Santa Rosa, 
Petaluma, Sebastopol, and Sonoma, located within Sonoma County. Also, there 
has been an indication that Marin County, located adjacent to Sonoma County 
may be interested in receiving some of the water to be exported from the Russian 
tiver project to increase its insufficient water supplies. At a bond election held 
by Sonoma County on May 10 of this year for the principal purpose of raising 
the local contributions, required by Congress, of $5,598,000 toward the project, 
local interests also voted favorably on an additional $8,500,000 bond issue for 
construction of domestic water conveyance lines. 

Californians are deadly serious in their effort to improve their water supply 
prob'em. It is estimated that industrial demands for water will more than double 
within the next 20 years. The use of water within the family household is also 
constantly going up. The net effect is an exponential increase in the per capita 
consumption of water. We cannot look to underground supplies for the solution 
to the problem. In those communities now dependent upon underground sources 
for their water supply, the rate of demand already exceeds the rate of replenish- 
ment generally. In some areas the physical limits of further underground de- 
velopment have been reached already, thus precluding further growth of the 
communities unless an adequate supply of water can be provided by other means. 
The problem of providing additional water supply should be, and it is believed 
soon will be required by legislation to be included as a specific function in the 
planning, construction, and operation of all storage reservoirs, regardless of 
by whom, or for what prime purpose, they are built. This means that those 
agencies of Government dealing with water resources development will have to 
have such appropriate authority to include additional capacity for domestic water 
supply when projects are studied and are authorized by Congress. 

The matter of planning and financing is not simple. As in the case of our Rus- 
sian River project the primary responsibility for financing of water supply facil- 
ities lies with the State and local communities involved. Local and State laws 
vary considerably countrywide. The additional problem of funding, of water 
rights, of extent of Federal and non-Federal participation, of cost allocation, and 
of cost reimbursement for providing for water supply in addition to other project 
water uses promises to add considerably to the complexity of providing for the 
presently considered water uses. 

Current practice is to design water supply functions into federally constructed 
reservoirs only to the extent that interests already in existence are willing to 
contract for reimbursement of the allocated costs before the reservoir is built. It 
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is almost axiomatic that an additional supply of water will be needed in almost 
any given area within a reasonably short time; and this future need is something 
that should be planned for. Such planning can be accomplished if the current 
approach is modified to permit a fuller measure of development of potential 
storage for future requirements. , 

Future water supply may well depend more and more upon the conservation of 
surface water through use of manmade reservoirs. Something must be done to 
close the water supply gap in our present Federal laws and programs and to 
facilitate an overall sustained, unified effort for solving water problems on a 
comprehensive and coordinated basis. 

‘ ‘ a4 i we ae 

Mr. Jones. Mr. Julian Hinds, representing the Southern California 
Citizens Committee for the Hoover Report. 

Mr. Hinds is not only a valuable citizen of California, but was a 
member of the Task Force of the Hoover Commission on Water Re- 
sources and Power. To qualify him further, he was born in Alabama. 
So anything Mr. Hinds might say will be spoken with the voice of 
authority. I mean all Alabamians speak with the voice of authority. 


STATEMENT OF JULIAN HINDS, SANTA PAULA, CALIF., GENERAL 
MANAGER AND CHIEF ENGINEER, UNITED WATER CONSERVA- 
TION DISTRICT 


Mr. Hinps. Thank you very much, Mr. Chairman. Since you have 
said this will be spoken with the voice of authority, I think I should 
make it very brief. If I get too long drawn out I will certainly get 
away from anything authoritative. Of course, it has been of very 
great interest to me to listen to this statement. I have just a few 
comments here I want to make. One that was made yesterday which 
has to do with some of Mr. Peterson’s statement. I do admit of some 
trepidation because I think it was very unfortunate if anything I said 
was looked upon as reflecting upon Mr, Peterson. 

Mr. Peterson is a man of very high professional attainments and 
absolutely unquestioned integrity, and let me say he has done a very 
great service for this community in the last 20 years to my knowledge, 
and we expect him to do a great service in the future. But I think 
there is a little misunderstanding that I want to call your attention to. 
Then that is about all I will have to say unless I make a comment on a 
few things that were said which I think I can shed a little light on. 

For example, I do not feel there was any foundation for Mr. Peter- 
son to say in his statement that the adoption of the recommendations 
of this Commission would double the cost of power in Los Angeles. 
Of course, the reason for that is that it was not my understanding at 
all—and I have checked on some other sources and I am sure it was 
not the understanding of the Commission, although I have no au- 
thority to speak for the Commission, of course—I am sure it was not 
the Commission’s intention that the projects that are already built 
and where the rates have already been set and are governed by con- 
tracts, that they should be affected by anything that they recommend 
here. 

Mr. Jones. Mr. Hinds, in that connection then what would be the 
‘ position of the ‘Tennessee Valley Authority under the recommenda- 
tions if they are not retroactive ? 

Mr. Hinps. If they have long contracts for the sale of power I think 
that they would be in the same fix as Boulder is. They cannot go back 
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and repudiate a lot of contracts, and I am sure nobody had any inten- 
tion of doing that. 

I brought volume 2 instead of volume 1 here. 

Mr. Jones. You accomplished the same objective by indirection as 
you would by direct action. 

Mr. Hinps. In what respect ? 

Mr. Jones. You make a recommendation first that there be no more 
thermal plants or no more steam generation. 

Mr. Hinps. That would not affect—I am speaking only to Mr. 
Peterson’s statement about the Hoover Dam situation. 
ak Jonrs. You mean you are singling out Hoover Dam particu- 
arly ? 

Mr. Hinps. Because that is what he mentioned. I do not mean 
that you cannot question me about others, but that is what I am 
speaking to in the first place. I do not know where Mr. Peterson 
derives his information, but I am sure he had a good source for it. 
It occurred to me it might have come from a table on page 103 which 
gives the results of Boulder Canyon-Hoover Dam projects on the 
basis of reported figures and on the basis of interest at 3 percent in 
computing taxes. It gives that for several of them here, but I know 
in our task force we had hundreds of tables like that, but they were 
for the purpose of illustrating what the effect of this would be, and 
not in the unnecessary implication that it would upset existing con- 
tracts. 

In other words, we thought that the Federal Power Commission 
should set the rates, but the rates at Hoover have already been set 
and a firm contract has been made, and the people have spent a lot of 
money on it. It did not occur to me and I am sure it did not occur 
to the Commission either that they would go back and do that. 

We could not make any estimate of projects that have not been 
built. We had to illustrate it by going back to projects already in 
operation and explain what they would have been if they had operated 
under this plan. Under 103 we go way back to 1937. Of course, there 
was no thought of going back to there and trying to collect taxes, or 
anything else. 

Mr. Jones. But you atempt in recommendation 9, that is, the Com- 
mission does, to eliminate the inequities now imposed on the great 
mass of the people. 

You agree certainly that would be retroactive. If there were in- 
equities you would certainly want to correct that. 

Mr. Hrinps. In order to change our policy as to future works. We 
cannot change the past. That is my understanding of it and I am 
quite certain in the task force that was their understanding. What 
the Commission understood you probably know as much as I do. 

Mr. Jones. Recommendation 9 (6) reads: 

Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities. 

Mr. Hinps. That is right. For future works. 

Mr. Jones. Just for future works? 

Mr. Hinps. That is my understanding of it, and I am pretty sure 
that is what the intent is. As I say, I cannot interpret anything that 
the Commission had in their minds. 
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Mr. Jones. You do not mean we should have two sets of laws apply- 
ing to new and old projects? You would have to have universal laws 
that applied uniformly. 

Mr. Hrnps. You are a lawyer and Member of Congress. You know 
what kind of laws we can have; but the point I want to make is it was 
not our expectation that Government contracts would be disturbed 
where there are preexisting firm contracts. Where rates have already 
been set they are set until the end of the period. Then after that it 
will apply to the old project as well as the new one, of course. 

Mr. Jones. Immediately after the recommendation No. 9 on page 
111 

Mr. Hrnps. I am sorry, but I left my marked copy on my seat, but 
I can use this one. 

Mr. Jones. We have a discussion of Federal steam power, which is 
a preface to recommendation 10—that the power could be obtained 
from existing private utilities in the area contiguous to TVA and, 
therefore, there w ould be no necessity for the Federal Government to 

make investments in steam generating plants to serve the service area 
of the Tennessee Valley Authori ity. If doing that would increase the 
rates and if that power could be produced more cheaply by the Ten- 
nessee Valley Authority, do you not think that it would be a better 
investment for TVA to continue 1 ‘ather than to increase the rates by 
obtaining that power from private utilities? 

Mr. Hrnps. I want to say I did not really cover my qualifications 
here very well. I wanted to say to start out that I have spent 45 
years in the continuous service on water hydraulic developments, and 
it has all been with public bodies. They have had a lot to do with 
power, but I am really not a power expert and I was not on the power 
subcommittee, but I worked on the others. 

Mr. Jones. You were on reclamation? 

Mr. Htnps. Yes. And I do not know too much about that power 
angle. But I could go ahead with my point here and say—and this is 
my understanding and I am not speaking for anybody but myself— 
it would be my understanding of the idea that was being worked 
toward if they were to build some new steam plants and if ‘Congr ess 
permitted them to, then they should pay the equivalent of interest on 
that new power, but not on the old power already contracted for. 
When your contract runs out, yes. 

Mr. Jones. TVA pays interest, of course, just like Corps of Engi- 
neers projects. 

Mr. Hinps. I am not in a position to start a discussion on that. 

Mr. Jones. Under the Appropriation Act of 1948, a repayment 
schedule was made on a 40-year repayment basis. At the present time 
they are $50 to $60 million in advance of their schedule. 

Mr. Hinps. You mean TVA ? 

Mr. Jones. Oh, yes. 

Mr. Hinps. There is just one thing. Of course, I am not asking 
the questions up here, but one thing impressed me some months ago, 
or maybe it was last year when they wanted more money from Con- 
gress and it was suggested they pay interest on it. They raised an 
awful howl and they said it would spoil the cheap power if they had 
to pav interest on the money. 

Mr. Jones. On the money ? 
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Mr. Hinps. On the new money they are asking for. 

Mr. Jones. We have a TVA self-financing plan now pending be- 
fore the Congress. 

Mr. Hips. I hear you have a bill there. It sounds interesting. 
I am not familiar with it. 

Mr. Jones. Under that financing plan it is not expected that the 
rates would increase. 

Mr. Hinps. You are getting a little off my base, but I do not mind 
if you do not. 

r. Jones. A little bit better than 50 percent of all the power is 
going into the Government installations and defense installations 
and atomic energy plants and into Tullahoma and the Redstone Rocket 
Research Center in Alabama. But an increase in power rates to Fed- 
eral installations means an increase in taxes that the people will have 
to pay in order to meet the increased price. 

ecommendation No. 9, in your opinion, is not retroactive and 
would only apply to projects 

Mr. Hinps. would not think it could be retroactive, but we never 
had any discussion of making it, because it would upset anything the 
Government has already done. 

Mr. Jonres. Recommendation No. 11. Would that just apply on the 
projects that are to be constructed, or projects already in existence, 
or both ¢ 

Mr. Hinps. Well, again I speak for myself. I would think that 
wherever there came up any power to be sold, any power already not 
disposed of, they would have an equal chance with the other people 
to buy it, whether it was sold or not. Take Boulder. There is no 
need for considering that at Boulder because the power is already 
all sold. But suppose 50 years from now, or at the end of the 50-year 
period the power contract will have to be rewritten. I think the 
private companies should have an equal but no greater share or oppor- 
tunity to bid for the power than the publicly owned utilities. 

Mr. Jones, So your understanding is that the recommendations of 
the Hoover Commission will a oply only to future construction, but 
not projects already constructed ¢ 

Mr. Hrnps. So far as the purchase of power is concerned here. 
The power that becomes available in the future or power that may be 
unsold now. Suppose you had a dam and you had not sold power. 
If someone ated to buy it they could. I do not think there is any 
situation like that. It is all sold. But if some customer turned it 
back they should have an equal chance. 

I do not know what the Commission thought, but that is what I 
think. Whether it is an old or new project. Of course, on a new 
project you always have power that is unsold. 

On 9 (c), we talked = that. Of course, the statement of Mr. 
Peterson was that he thought that that paragraph over recommenda- 
tion 11—he thought that that reversed the situation and gave the 
preference to the power companies and not the publicly owned util- 
ties. I am sure no one intended that. That was just a misunder- 
standing. 

Mr. Jones. Recommendation No. 8 is for the imposition of tolls 
on the inland waterways. Do you think that would only apply to new 
projects? 
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Mr. Hinps. Well, I wouldn’t know. I would not know what the 
Commission said about that. I did nothing about that at all. I have 
lots of ideas about it, but they had nothing to do with this, and that 
was not discussed by me as a part of the task force. While that was 
talked about in the task force, I mean, I just heard people talk about 
it and I didn’t study it myself. I would not know about that. 

We had a man in here yesterday who had a very strong appeal 
because the traffic has completely disappeared off the Sacramento 
River and if you try to put a toll on that there would also disappear 
the little bit that is left and there would not be anything left. I 
felt awfully sympathetic for him but I did not know why I, as a 
taxpayer, should pay the tolls for him. But perhaps I should. Today 
I find they are going to spend more millions of dollars of money 
on that waterway. 

I want to say this: I have had a lot of experience with the Corps 
of Engineers and I have no criticism of their operation. They are 
a good outfit and they do good work, and have good engineers, and 
all that sort of thing. I am certainly not taking a crack at them. 
I think the whole task force felt that way about the Corps of Engi- 
neers, because you will notice they changed the recommendations con- 
cerning that department over what the former Hoover Commission 
had done. They did that after careful investigation. They just 
did not do that offhand because somebody came along and asked 
them to, but they did it after a very careful investigation of the 
construction activities of that organization, and recommended that 
they keep what they have got. There was some discussion quite a lot 
of times of their having more than they have got, but I do not think 
that got in. They were just left alone where they are, which is some 
gain. 

Mr. Jones. Did you have any questions, Mr. Lipscomb ? 

Mr. Lirscoms. No, sir. 

Mr. Hinps. There is one thing I thought I could clarify a little 
bit, which came up yesterday. There were some questions that Mrs. 
Griffiths was asking about on the 160-acre limitation. I was in the 
Bureau of Reclamation about the time they first began having sur- 

luses. I was in the Bureau of Reclamation about 1910. It started 
in 1902 and it took them quite a while to get going. That limitation 
was put in there to keep speculators from coming out in places where 
the Seca was going to build projects and buying up all the land 
and selling it for a great profit. It was not only desirable, but an 
absolute necessity. 

The Bureau of Reclamation ought to have projects of that kind 
as possibilities. I do not know if they are working on any right 
now or not. They could not do away with it. So I think our recom- 
mendation that it be suited to local conditions is good, and I think the 
Congress recently has taken some steps that have nothing to do with 
us, and probably would not be appropriate to mention here, to correct 
that. 

Mr. Lipscoms. The Governor and the State officials this morning 
concurred in your opinion on the 160-acre limitation. 

Mr. Hrnps. One trouble is, you come to a sprinkler water supply 
project where the land is already developed. The man has his place 
started and because everybody else around him takes water the 
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ground water goes down and it leaves him in a bad fix. He has more 

than the 160 acres and he has to have the cooperation of his neigh- 

bors to get more water for himself. The neighbors go to the Bureau 

= Reclamation so he either has to sell his land or he is left high and 
ry. 

But I do think—and it is a personal opinion of mine and not the 
opinion of the task force or anybody else—I do think you should not 
take a man with 1,000 acres of land and subsidize him by giving him 
interest-free money. If he is in on a project I think he should make 
some contribution to that. But that is entirely apart from this report 
and is not involved here. 

Mr. Lirscoms. Did you travel with the task force when they con- 
ducted their public hearings, Mr. Hinds? 

Mr. Hrnps. Yes; I did. 

Mr. Liescoms. How many did you attend? 

Mr. Hrnps. I would not be able to tell you. I attended all but two. 
One in Seattle or Portland—one in the Northwest I could not go 
to and one in Knoxville I could not go to. That one disappointed 
me a great deal because I have never been to Knoxville. I have been 
there since, but only just briefly, and it is a country that interests 
me. It is not too far away from where I was born. I regretted it 
very much, but I missed those 2 and they are the only 2 I missed. 
I could not tell you the number we had, so I could not tell you the 
number I attended. 

Mr. Lipscoms. What kind of attendance of the task force would 
be at those meetings? 

Mr. Hrnps. They were something like this meeting and like the 
meetings you have been having everywhere, I am sure. There was 
every kind of position stated and we had a very difficult time with 
the time allotted to testify. We had a very difficult time in hearing 
everyone. The hearings were very well attended and all of the 
private-power people and public-power people were here. The other 
main thing that we got an awful lot of was the people who wanted 
the Army engineers to quit making them build high bridges and 
draw bridges across a lot of inlets, and one thing and another. We 
had more of those than anything else. We had labor representatives, 
and representatives of the Grange. 

I think that they were usually a little more strenuous than this 
one has been, although I appreciate how strenuous this one would 
be. I was sitting on the other side of the table, so it appeared that 
way tome. It seemed to me we had bigger rooms and bigger crowds, 
and things of that kind, than this has been today. But it would not 
be possible to tell you what kind of people, because there were all 
kinds of people. 

Mr. Lirscoms. How many members of the task force would sit on 
your side of the table in these hearings? 

Mr. Hinns. There was always a good representation. I would 
say at some meetings it was 100 percent. We did not all sit on that 
side of the table, but sometimes we would sit here in reserved chairs, 
but we were permitted to participate. With a group of that kind 
of men from all over the country it is almost impossible to get them 
all together. I imagine you have a hard time with your full com- 
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mittee, getting them all together in one place and we had the same 
trouble. But it did not bother us too much. I would say we had 
80 percent in attendance at practically all of the meetings. I have 
taken it from memory and did not count them. 

Mr. Lirscoms. We have had complaints from across the country 
submitted to this committee that private utility people were given 
preference over the public-power people in the hearings of the task 
force that they attended anyway. Have you heard that complaint! 

Mr. Hryps. I did not hear it. I did hear it somewhere here today 
that you heard it, but I had not directly heard it, and I do not think 
that istrue. We took them, and I think they took them in the order of 
their requests for hearing. They might have come in earlier. I do not 
know. 

Mr. Liescoms. Did they alternate their witnesses, as our chairman 
does ? 

Mr. Hrnps. I do not remember that. They had so many subjects 
that it was not just a back-and-forth thing like it is here. There were 
just a multitude of subjects and you could not tell ahead of time 
what the relationship of this man and the next man would be. I 
did not participate in the scheduling of the witnesses, so I do not know 
what system they used, but it is my impression they took them in 
chronological order. 

Mr. Lirscoms. You did not get the feeling people were upset with 
the way the meetings were conducted ? 

Mr. Hinps. I did not get the feeling at the time. No. I did not 
have that feeling. And having been a public-power man all my life. 
I think I would have stood up ‘for any public-power man that wanted 
to be heard. There were so many little things. They were all about 
fish, and some fellow was talking about destroying the wilderness 
area up in the State of Oregon, or Washington, or something like 
that. They would bring in everything. All of the nature advocates, 
and all that sort of thing, would bring i in all that stuff and lay it 
before us. It was terrifically complic: ated sittin g on the hearings— 
much more complicated than this, it seemed to me, because they were 
either for or against it, or for some parts of it and against some parts 
of it. I think the hearings here and the people who have come before 
vou have been very fair and expressed their own honest opinions, and 
that is what you want. 

I do not mean to be criticizing the kind of witnesses who came 
before you here at all. I do not mean it at all. But it was inherently 
more complicated and more complex in our hearings. 

Mr. Lirscoms. You are the retired general manager and chief engi- 
neer of the metropolitan water district. Is that right? 

Mr. Hinps. That is right. I was with the metropolitan water dis- 
trict from 1929 to 1951. I got too old to work here so I went up to a 
small town and started all over again. It is more like Alabama. 

Mr. Lipscoms. Thank you. 

Mr. Jones. Thank you very much, Mr. Hinds. It has been a pleasure 
to have you, sir. 

Without objection, your prepared statement will be made a part of 
the record. 

(The prepared statement of Mr. Hinds is as follows :) 
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STATEMENT OF JULIAN HINbs, SANTA PAULA, CALIF., CIVIL ENGINEER; MEMBER, 
Hoover COMMISSION TASK ForRcE ON WATER RESOURCES AND POWER; AND 
GENERAL MANAGER AND CHIEF ENGINEER, METROPOLITAN WATER DISTRICT OF 
SouTHERN CALIFORNTA, 1941-51; WitH METROPOLITAN WATER District, 1930-51, 
GENERAL MANAGER AND CHIEF ENGINEER, UNITED WATER CONSERVATION DISTRICT 


There is no foundation for the charge made yesterday that the cost of Hoover 
Dam power would be doubled if Congress enacted the Hoover Commission recom- 
mendation that Federal power carry its fair share of taxes. 

Under my interpretation of this recommendation : 

First, there is no intention that it be retroactive to impair long-established 
contracts for projects already completed. 

It would have no influence whatever on the rates charged for Hoover Dam 
power under present contracts. 

The statement that the Hoover Commission recommendation regarding power 
distribution (9c) would be discriminatory to public power is also completely 
unfounded. 

This recommendation—that private utilities should be permitted their fair 
share of power—means just that. 

It does not mean that public organizations, which already have a preferred 
position by law, would be denied their fair share of power. 

Since 1906 Federal law has provided that public bodies should have a pre- 
ferred right to buy power produced at Federal power projects. 

The net result of this has been that private utilities have been able to get 
a steadily decreasing share of the power generated at Federal projects. The 
Commission seeks to correct this inequity and give a fair share to the private 
utilities. 

In either private power or public power, the ultimate consumer finally pays 
the bill. There is no reason why the Government should discriminate between 
people why buy their power from public bodies and those who buy from private 
utilities. The Hoover Commission is trying to correct this evil. It recognizes 
that the customers of private utilities are people too. 


Mr. Jones. Mr. Joe C. Lewis, of Buttonwillow, Calif., chairman of 


the California Farm Research and Legislative Committee. 


STATEMENT OF JOE C. LEWIS, BUTTONWILLOW, CALIF., CHAIRMAN, 
CALIFORNIA FARM RESEARCH AND LEGISLATIVE COMMITTEE 


Mr. Lewis. Mr. Chairman, here is a resolution of our committee 
concerning soil conservation. I am a farmer up in Kern County. 
My br other and I farm 230 acres of land. I came down here today 
to try to express our viewpoint on the problem of water and power 
as stated in the Hoover Commission. 

Mr. Jonzs. This is a copy of the resolution you referred to? 

Mr. Lewis. Yes, sir. 

Mr. Jones. Without objection, the resolution will be made a part of 
the record subsequent to the testimony of the witness, Mr. Lewis. 

You may proceed. 

Mr. Lewis. Honorable Chairman and members of the Special Sub- 
committee on Water Resources and Power, the California Farm Re- 
search and Legislative Committee wishes to go on record as being 
in sharp disagreement with the philosophy expressed in the June 
1955 Report to the Congress on Water Resources and Power of the 
Commission on Organization of the Executive Branch of the Gov- 
ernment. 

We consider the recommendations based on this underlying 
philosophy to be overwhelmingly biased in favor of the private util- 
ties and against the public interest as interpreted by the Congress of 
the United States in legislation for more than half a century. 
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From June 17, 1902, when President Theodore Roosevelt signed the 
Reclamation Act, through the 1st session of the 84th Congress, coura- 
geous spokesmen for the people from Senators Robert La Follette 
and George Norris, Republicans, to Senators James Murray, Richard 
Neuberger, Wayne Morse and Representatives Robert E. Jones and 
Chet Holifield, to name only two of the valiant fighters in the House 
of Representatives today, have hewed to the line that, “the Nation’s 
resources shall be used as a national heritage, not as a private domin- 
ion,” to quote the words of Secretary of the Interior Oscar Chapman 
at the 1952 convention of the National Rural Electric Cooperative 
Association. 

We have confidence that the eloquent “dissent” of Representative 
Holifield printed on pages 10-94 of volume 2 of the Commission’s 
Report on Water Resources and Power expresses the sound judgment 
of the majority of Members of Congress and that the members of your 
subcommittee will find that the people of this Nation will stand back 
of you and of Representative Holifield, and against the dangerous 
proposals which the majority of the Commission has made to sepa- 
rate from reclamation projects their hydroelectric potential and hand 
these over as a source of profit to private business. 

Applied to California, the majority recommendations would cut the 
power lifeline out of our vital water conservation, transportation, 
and storage projects. Only by the grace of a private utility would 
the impounded waters of our great river basins be allowed to flow 
from areas of oversupply to areas of crying need. 

The loss of power revenues to reduce the otherwise too costly supply 
of water for irrigation would sacrifice great agricultural areas ta 
deterioration and ultimate stagnation. The ability to interchange 
water supplies would be hampered and the amount of water ulti- 
mately conserved would be restricted. 

Storage of winter runoff would interfere with the peak firming 
requirements of private electric companies during the winter months. 
Thus this supplementary water supply which can be stored so eco- 
nomically provided project power is available, would be lost to irri- 
gationists who need it during the summer, when power demand is 
otherwise lightest. 

The preference provisions of reclamation law would likewise become 
nonoperative. The yardstick of competitive rates, inherent in hydro- 
electric power supplies from the falling water of the people’s rivers, 
would be lost to the people; to public agencies,. to cooperatives, to 
farmers, whose pumping costs for irrigation are already unduly high, 
to industries crying to locate where spiraling population needs jobs 
and provides purchasing power. 

Our committee, which has supported integrated, basinwide, multi- 
purpose water and power resource development of all the great rivers 
of California, stands today as it stood when organized 15 years ago, 
for full resource development based on maximum beneficial use to 
the whole people. 

We are proud of our allies in this continuing battle for conservation 
of the wealth-creating potentials of our great forests, watersheds, and 
river basins; The National Association of Soil Conservation Districts ; 
the American Public Power Association; the National Rural Electric 
Cooperative Association ; the National Reclamation Association; and, 
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in California, the State Grange, A. F. of L., CIO, railway labor organ- 
izations, the Catholic Rural Life Conference, and the growing num- 
ber of irrigation districts and public agencies entitled by law to pref- 
erence in their right to purchase low-cost hydroelectric power from 
foderally constructed cachaenninns projects, who are working together 
in the California Water and Power Users Association. 

California’s stake in maintaining multipurpose, integrated Federal 
development of our river basins is crucial to the survival of our spe- 
cialized, irrigated type of farmng which has taken first place in the 
Nation in agricultural wealth annually produced; to a water and 
power supply which must be een A a increased to service the 
millions of veterans and wage earners who have come here to work 
and raise their families; to the industries upon which they depend for 
their livelihood; and to the communities which must provide these 
basic utilities at reasonable rates and adequate supply. 

The dynamic contribution which Federal reclamation has made to 
our expanding national economy under the traditional policies estab- 
lished by the Congress, which policies and program the Hoover Com- 
mission now seeks to destroy, has been impressively set forth by W. A. 
exheimer, Commissioner of Reclamation, in a 27-page report for the 
use of the House Committee on Interior and Insular Affairs. (Com- 
mittee Print No. 27, October 20, 1954.) 

The report pulverizes much of the propaganda with which the pri- 
vate electric companies are flooding the country in an already too- 
successful campaign to discredit Federal construction of multipurpose 
conservation and hydroelectric projects. 

The report shows the cumulative value of crops produced from 69 


reclamation projects undertaken by the Federal Government between 
1906 and 1953 to be almost $10 billion, with $785,900,000 in the one 
year of 1953. 

It shows that Federal tax revenues since 1916 which may be attrib- 
uted to Federal reclamation developments in October 1954 stood at 
more than $3 billion. And that this sum alone exceeds by 25 percent 
the total cost of all Bureau-constructed projects ep to that date. 


It sets forth the amount returned to the Federal Treasury from net 
power revenues from the 29 powerplants then in operation, after de- 
ductions for annual operation, maintenance, and replacements as $33.9 
million in fiscal 1954, even though these power projects were operated 
in accordance with the policy of using a portion of power revenues 
to reduce the price of water for irrigation, and with rates charged to 
preference customers far below rates charged by private electric com- 
panies, which private rates would be even higher were it not for the 
yardstick furnished by public-power supplies. 

It shows that, except for nonreimbursable features of reclamation 
projects such as flood and salinity control, navigation, and conserva- 
tion of fish and wildlife, water users both for irrigation and munici- 
pal supplies are meeting their repayment contracts “on the line” as 
well as paying operation and maintenance charges. 

Supplemental benefits are graphically set forth: income to non- 
farm urban areas in the environs of reclamation projects; business 
activity from hunting, fishing, and other recreational services; in- 
creased business to railroads and to manufacturers of materials and 
supplies used in project construction; and increases in population, 
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notably in the 17 Western States where reclamation projects are con- 
centrated. 

Budgetwise, this Federal investment in conservation and resource 
development, over a period of more than 50 years, is less than 4 per- 
cent of a single year’s national appropriations. And for fiscal 1954, 
appropriations for reclamation construction amounted to only one- 
fourth of 1 percent of the national budget. 

Then why this frantic effort to misrepresent so beneficial a program, 
to circumscribe and cripple its effectiveness ? 

The answer was given almost 50 years ago by none other than Pres- 
ident Theodore Roosevelt, who said, in a veto message regarding the 
James River power bill in 1908: 


The great corporations are acting with foresight, singleness of purpose, and 
vigor to control the water power of the country. 


The 1955 “Report to the Congress on Water Resources and Power,” 
with its recommendations to turn over the hydroelectric facilities 
of our river basins to private exploitation, is thus nothing more than 
the culmination of a half century of lobbying and pressure politics. 

We are very conscious of administrative efforts by the United States 
Department of the Interior to accomplish policy changes as proposed 
in the Hoover Commission report, without waiting for congressional 
approval or disapproval. 

We refer specifically to an attempt to contract for sale of the falling 
water from the Trinity River project to the Pacific Gas & Electric 
Co., without authorization by the Congress, 

While few of us are happy with the postponement of the decision 
as to who is to develop Trinity’s hydroelectric capacity for 18 months 
from the time the project was authorized, we realize that members 
of the House and Senate were forced to take this defensive action to 
preclude extracongressional action by Interior. 

And we are confident that should Interior’s report favor this pri- 
vate partnership, stalwart representatives of the people in both Houses 
of Congress will insist that the water and power phases of Trinity 
be joined together under Federal operation and in accordance with 
proves reclamation law, as they must be joined to reap the full 

neficial use of both water and power supplies. 

The San Luis project, also, is caught in the vise of Pacific Gas & 
Electric’s determination to control Trinity’s hydro. This project, 
already recommended as urgent and feasible by region 2, United 
States Bureau of Reclamation, Sacramento, is completely dependent 
on Trinity project hydro to lift the winter runoff into the San Luis 
Reservoir. 

Should the Hoover Commission recommendations for bus-bar sales 
to private electric companies prevail, the cost of pumping would be 
based on a rate of return high enough to satisfy Pacific Gas & Elec- 
tric’s stockholders, and the price of water, when delivered to the 
already water-deficient west side of the San Joaquin Valley, would 
be too great to sustain the half million acres of farmland now irri- 
gated from wells already too deep for economy and in too many 
instances already running dry. 

In fact, the whole concept of a comprehensive development of 
water and related resources of California’s Central Valley Basin, 
prepared by the United States Department of the Interior and trans- 
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mitted with the approval of the President of the United States to 
the President of the Senate on August 29, 1949, becomes inoperative, 
if the proposals of the Hoover Commission prevail. 


The final goal of the reclamation program— 


stated Regional Director Richard L. Boke, when he submitted the 
comprehensive plan to the Commissioner of Reclamation November 1, 
1954— 


and the ultimate objectives of the proposals in this report are the creation of 
opportunities for the maximum number of successful farm families and the 
development of industry and commerce and prosperous rural and urban com- 
munities through the use of water for irrigation and the production of hydro- 
electric power. 

Without additional utilization of its water resources, California’s economic 
development will be limited to its present level. 

California’s population, which was less than 10 million when this 
report was written, is now estimated at 13 million. It is expected to 
reach 15 million by 196) and 17 million by 1965. 

Yet, of the 38 major reservoirs, 28 hydroelectric powerplants, steam 
plants to firm up project power and transmission lines, substations 
and feeder lines projected in the report, the only major project com- 
pleted is Falsom Reservoir and powerplant on the American River 
with its auxiliary Nimbus Dam and powerplant. 

Pacific Gas & Electric, as forecast by Theodore Roosevelt in 1908, 
has acted “with foresight, singleness of purpose, and vigor.” No 
steam plants have been authorized. No low- voltage transmission 
lines are in operation to serve preference customers. 

The philosophy governing proposals of the Hoover Commission is 
already in operation as de tacto policies of the United States Depart- 
ment of the interior. Pacilic Gas & Electric has its license from the 
Federal Power Commission to operate a private powerplant on the 
north fork of the Kings River. Thus, this source of project power 
for the San Luis storage reservoir is lost, and the project must depend 
entirely on ‘Trinity project power, w hich Pacific Gas & Electric and 
the Pabar nye of the Interior have now tied up for 18 months of 
study. 

The Army engineers have built Pine Flat Dam minus its feasible 
hydroelectric facilities. As a result, California is losing some 60 
muilion kilowatt-hours of electricity’ annually, energy at low cost 
which would have been available for project pumping and preference 
customers. 

The great Feather River project, which should be federally con- 
structed as a vital link in the Central Valley project water pool and 
power grid, has become the football of private utility influence in 
State politics; its hydroelectric capacity, under State construction 
and operation, to be severed from its water features at bus bar and 
delivered to Pacific Gas & Electric’s stock and bondholders. 

Today there is a water deficit of over 2.5 million acre-feet in the 
service area of the Central Valley project, compared with a deficit of 
1 million acre-feet in 1938. (Address of Donald Vial, economist, 
California State Federation of Labor, second annual conference, 
California Water and Powers Users Association, Oakland, October 
28, 1955.) And Trinity is the only new project which Congress has 
authorized. 
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Today, not one additional city entitled to preference in the purchase 
of Central Valley project power can buy 1 kilowatt, nor can one addi- 
tional irrigation or public utility district. 

Every firm kilowatt available from existing Central Valley project 
installations, including power from Folsom and Nimbus plants gen- 
erating this year, is under contract and there are no new producing 
projects authorized. 

Because Pacific Gas & Electric was able to influence Congress 
against authorizing Central Valley project steam plants, which would 
have almost doubled the project’s Firs power supply, this company 
becomes the Government’s only customer in position to buy dump 
power and integrate it into its continuously expanding and highly 

rofitable system. (The Sacramento municipal utility district will 
G able to buy such power after July 1, 1957.) 

The 1954 issieik Bionic on the Central Valley Project issued by 
region 2, United States Bureau of Reclamation, Sacramento, shows 
that 2,714,787,901 kilowatt-hours of energy were generated by the 
project that year. Of this total, 245,714,769 kilowatt-hours were used 
for project pumping, 703,465,616 kilowatt-hours were purchased by 
Government agencies and other preference customers, and presumably 
the remainder, 1,765,607,416 kilowatt-hours (more than 60 percent) 
was sold to Pacific Gas & Electric at the nonfirm (dump) rate of 2.15 
mills per kilowatt-hour. (Assembly Interim Committee report, vol. 
13, p. 106.) 

This cheap Central Valley project power has its greatest economic 
value to Pacific Gas & Electric for use as peaking power since the 
project’s highest output is during the winter months, which are the 
months when Pacific Gas & Electric must meet its greatest demand. 

There are practically no rural electric cooperatives in California. 
“Foresight, singleness of purpose, and vigor” on the part of the private 
electric companies have seen to that. If the recommendations of the 
Hoover Commission prevail, this will be the pattern in California for 
all time. 

The 15 recommendations of the Hoover Commission, comprising, 
as they do, some 124 pages of argument, documentation, and conclu- 
sions, with an additional 94 pages of dissents, are necessarily too far 
flung and technical for more than a summary analysis on our part. 

Perhaps the most dangerous threat in the report is its assumption 
of policymaking authority, a prerogative which rightfully belongs to 
the Congress. This formulation of a national water policy by the Com- 
mission, in the words of Commissioner Chet Holifield, “exceeds the 
congressional mandate” creating this second task force and Commis- 


sion (Public Law 108, 83d Cong.). 


There may be policy implications in recommending elimination of nonessen- 
tial functions that are competitive with private enterprise— 


Representative Holifield continues— 


but this is far from vesting the Commission with a free-floating mandate to re- 
east the whole complex of Federal policies and programs created by the Congress. 

It can hardly be said that the Congress regards as nonessential the services, 
functions, and activities of Government in the development of water resources 
and power. 


And again: 


There is something almost indecent about the zeal with which the task force 
labored to cut away the foundations of our national water and power programs, 
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Our committee likewise concurs with Representative Holifield’s 
argument that the task force which prepared the data on which their 
own and later the Commission’s recommendations are made was 
weighted in favor of private power views. 

His recommendation that additional persons be added to the force 
“reflecting public power views or favorably disposed toward broad 
regional blame lee the TVA” was rejected. 

lf further proof of task-force bias were needed, it was furnished 
in a talk by Chairman Adm. Ben Moreell of the Commission task force 
before the Association of Edison Uluminating Companies, October 
21, 1955, when he said: 

Public power is a fraud and a delusion fraught with danger to our whole 
system of private enterprise— 
and that the task-force study convinced him that public power “is 
economically and morally wrong.” (‘Tennessee Valley Public Power 
Association News, November 1955.) 

Having made our position on the basic policies of the Commission 
recommendations clear, we should like to discuss briefly specific pro- 
posals which specially affect us here in California, and which we op- 
pose. They are: 

Recommendation 6: Transfer of the small-watershed program from 
the Soil Conservation Service to the Corps of Engineers. 

The Watershed and Flood Prevention Act of 1954 prohibits Federal 
construction of small dams after July 1, 1956, making them the re- 
sponsibility of local organizations, but with technical and financial 
assistance provided by the Federal agency designated for this purpose. 

We oppose transfer of the Soil Conservation Service functions in 
the small watershed program because— 

The Soil Conservation Service has had this jurisdiction and its 
staff is trained for and has had experience in this specialized field. 

The Soil Conservation Service has built 20 times as many reservoirs 
of 5,000 acre-feet capacity as has the Corps of Army Engineers. 

Taking supervision of small-dam construction away from the Soil 
Conservation Service would destroy the solid foundation of under- 
standing and cooperation throughout the Nation which the Soil Con- 
servation Service has achieved in its service to the 3,000 locally elected 
and controlled soil conservation districts. 

In California, 12,477 farmer-members are included in such associa- 
tions. They operate 3,334,872 acres of farm and range land. They 
have established an interrelationship between land treatment, erosion 
control, and water conservation. 

In the words of one of our members, who is also a director of the 
Evergreen Soil Conservation District, Mr. Lincoln H. Thorpe, Coyote, 
included in testimony presented by us before the Senate Committee on 
Agriculture and Forestry in Fresno, November 2, 1955 : 

An effective upstream flood control program depends on maintaining this 
program at the grassroots level. The only way we will ever get the needed 
soil and water conservation measures to prevent disastrous floods on small 
watersheds is for soil conservation districts to work through the farmer himself. 

While the Small Watershed Act is not perfect and needs some administrative 
machinery, lack of which has made it slow in getting into operation, the act is 
a step in the right direction. It will eventually lead to an effective means of 


bridging the gap in the soil conservation district program by including flood 
control, drainage, and irrigation features in overall soil conservation. 
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The proposal to turn construction of headwater dams in the flood- 
control program of the Soil Conservation Service over to the Corps of 
Army Engineers is the very negation of the mandate of Congress to 
the Hoover Commission “to promote economy, efficiency, and ini- 
proved service.” 

The Commission’s argument for “economy” is, as Commissioner 
Holifield has proven in his dissent, grossly exaggerated and mislead- 
ing. The Soil Conservation Service has itself testified before Con- 
gress that the average cost of its small-dam program is only $10 an 
acre, not the $35 an acre for an assumed 716 million acres, used by the 
task group as the area requiring flood detention works, regardless of 
the actual nature of their water problem. 

As to efficiency, the integration of the Soil Conservation Service 
engineers with farmer-cooperators in district associations has become 
so close knit that to disrupt this relationship could only lead to 
demoralization and deterioration of the program. 

Arguments for “improved service” are equally questionable. For 
the Commission proposes to superimpose on the Corps of Army 
Engineers, an agency equipped and staffed to deal only with main- 
streatn flood control and navigation projects, specialized work which 
lies primarily in the field of local soil and water conservation. 

Should Congress see fit to accept the recommendations of the Hoover 
Commission, an entirely new group of specialists would have to be 
added to the staff of the Corps of Army Engineers. They would 
have to become conversant with the problems of each soil conservation 
district and trained to operate within the framework of association 
jurisdiction. Under ish conditions, “improved service” would be 
extremely costly and difficult to achieve for some time. 

Recommendation 9: That Congress empower and direct the Federal 
Power Commission to fix rate on Government power sales. 

We oppose this recommendation, which would transfer the present 
function of the United States Department of the Interior to fix rates 
with power-marketing agencies on the basis of cost to the Federal 
Power Commission. 

We take issue with the implications of the Commission’s recom 
mendation that— 

(a) There are “inequities now imposed upon the great majority of 
the people” in rates now prevailing on Federal projects; and 

(6) That the Federal investment in power is not being adequately 
aid off, or that taxes returned to the United States Treasury are 
balow what the private utilities would have paid had there been no 
Federal project. 

We are glad to associate ourselves with the recent action of the Na- 
tional Reclamation Association, which, by resolution at its Lincoln, 
Nebr., convention October 26-29 voted that public power rates should 
continue to be formulated by the Department of Interior on a cost 
basis rather than by the Federal Power Commission. 

The implication of these proposals is that present rates, as they 
prevail on the various Federal projects, subsidize these power users 
at the expense of the rest of the Nation. Commissioner Dexheimer’s 
report already briefly. quoted on page 4 of this statement fully re 
futes any such premise. 


70818—56— pt. 14--—16 
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The policy of providing low-cost power, which has been found pos- 
sible after all necessary operation, maintenance, replacement, and 
interest charges have been met, and even with a portion of powe1 
revenues allocated to reducing water costs, has had a stimulating 
effect on industry and general economic development in the regions so 
benefited, in addition to new agricultural wealth created. 

Recommendation 9 would eliminate the competitive rate yardstick 
role which power plays in reducing private utility rates in areas 
where Federal hydroelectric projects are operating. 

In spite of meeting such competition, rates set by the Public Utili- 
ties Commission of California for the Pacific Gas & Electric Co. 
have been ample to allow this company to increase net income. for 
the year ended September 30, 1955, to $69,445,373. This is equal, 
after payment of preferred dividends to $3.22 a share, compared to 
$2.83 a share, in the preceding 12 months. 

Because this yardstick is at present inoperative in the Central Valley 
project service area as there is no additional power to offer preference 
customers, 10 California cities equipped with their own distribution 
systems are faced with a 26 percent electric rate increase. 

Thus, the goal of the private companies to force public power.rates 
up to meet their guaranteed rate of return would deprive large areas 
of the South and West of the beneficial use of hydroelectric power 
installations financed originally with taxpayer dollars, but amortized 
amply by the competitive rates which have been in operation. 

Moreover, the great economic expansion which Commissioner Dex- 
heimer shows has stemmed from cheap sources of power, will have 
been seriously impaired. And in California, and other semiarid 


States where farmers depend on low-cost power to rae their irriga- 
di 


tion supplies, increased cost of farm operation will immediately follow. 

Recommendations 10 and 11: That the Government or its agencies 
cease building steam plants and provide for the equation of their 
power loads by interconnection with the grids of neighboring power 
systems (10), and that the private utilities be permitted to purchase a 
fair share of Federal power, while no further building of transmission 
lines be undertaken where such transmission service can be provided 
by non-Federal agencies (11), are not in the public interest. We there- 
fore oppose them vigorously. 

Regarding recommendation 10, the Pacific Gas & Electric Co. has 
already exerted sufficient influence in Washington to effectively pre- 
vent independent operation of the Central Valley project. Because 
the project lacks its own steam plants, all firming for preference 
customers unable to take power at 230 kilovolts is by the grace of what 
thus becomes virtually a private monopoly. 

It has already been pointed out on page 6 of this statement that 
almost two-thirds of Central Valley project nonfirm power is 
“equated” with the Pacific Gas & Electric system to their great eco- 
nomic advantage. 

Likewise, because no low-voltage transmission lines were authorized 
by the Congress, as a result of power lobby influence, recommendation 
11 is actually in operation in central California without the benefit 
of congressional sanctions. 

As Commissioner Holifield has shown in his dissent, the intent of 
these recommendations is to nullify the preference policies reaffirmed 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2879 


by the Congress of the United States in 14 basic statutes since 1906. 
This policy, that public agencies and cooperatives should have prefer- 
ence in purchasing power “from Federal projects, was once more stated 
by the 84th Congress for sale of electricity derived from atomic energy. 

As stated in an editorial in the July issue of Public Power, official 
publication of the American Public Power Association: 

The Hoover Commission recommendations are a “blueprint for providing less 
power at more cost * * *.” 

Abundant. low-cost electrical energy is one of the cornerstones of our national 
welfare * * *. 

The essence of the Hoover Commission Federal power policy recommendations 
appears to be that the Federal’ Government ‘should do as little as possible in 
the electrical power field. 

Instead of pursuing an affirmative program of developing our water resources 
and welcoming the opportunity to make available low-cost hydroelectric energy, 
the Government is to encourage others to do the developing of at least the power 


portions, and failing that, to dispose of any electric power capacity to the nearest 
taker or the highest bidder * * *. 


Recommendation 15 (reading) : 


In respect to the power component of new multipurpose projects, we make the 
following recommendation: 

(a) That private enterprise be offered the opportunity to provide the capital 
for the electrical component of multiple-purpose dams and dispose of the power 
through their own systems—subject to regulation of rates by Iederal and State 
authorities—but the management of the dams should remain in the Federal 
Government, and 

(6) That if such capital is not available, the power should be offered for sale 
to the private utilities, the States, or the municipalities and cooperatives prior 
to construction, on terms that will protect the Federal interest. 

We oppose recommendation 15 in its entirety. 

“Uncle Sam gets the fish ladders, the private utilities get the power- 
houses. That’s what the ‘partnership’ policy of the administration 
means,” Senator Richard L. Neuberger told the California Water and 
Power Users Conference in Oakland. 

Recommendation 15 proposes that this policy be made official as 
national policy. As we have already shown, the San Luis project in 

California has lost one source of power for project pumping due to 
the license granted Pacific Gas & Electric to operate a private power- 
plant at the North Fork of the Kings River. 

We have further shown that if Congress allows Pacific Gas & Elec- 
tric to operate the power facilities of the Trinity River project, the 
San Luis Reservoir may be found to be unfeasible and the great agri- 
cultural wealth of the west side of the San Joaquin Valley may be 
sacrificed. 

Recommendation 15, by separating hydroelectric power facilities 
from water conservation, as it proposes to do, negates the entire con- 

cept of reclamation development, which recognizes the need for in- 
tegrated water and power use to transport w ater to areas of need and 
to use a portion of power revenues to bring water costs in line with 
farmers’ ability to pay. 

In this connection we would like to once more refer to the position 
taken by the American Public Power Association, an organization 
made up largely of cities operating their own electric distribution 
systems, and only incidentally concerned with farmer irrigation 


problems. 
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Speaking before the Water Resources and Power Task Force of the 
Commission on Organization of the Executive Branch of the Gov- 
ernment in New York, June 14, 1954, President R. L. Schacht of 
APPA said on this subject: 


With regard to a subsidy for irrigation, this association is not opposed to a 
reasonable subsidy, and the limits of such a subsidy are defined in the para- 
graph numbered 4 from the statement of Federal power policy as follows: 

“Rates for power produced at multiple-purpose projects should be sufficient to 
meet all costs properly chargeable to power * * * provided, however, that when 
irrigation is one of the joint purposes, then power revenues may properly be used 
to pay that portion, if any, of the capital costs properly chargeable to irrigation 
which is beyond the ability of the irrigators to pay * * *.” 

The Central Valley project in California has met this criteria for 
furnishing water to irrigationists, and at the same time has met all 
allocations for operating and maintenance costs, amortization pay- 
ments, and power interest charges. 

“Central Valley project gross revenue for calendar year 1954 
was $12,901,745, an increase of 9 percent over last year,” Regional 
Director C. H. Spencer stated in his 1954 annual report. 

“Net revenue, with a like percentage increase, reached $6,028,270 
for the year.” 

However, Director Spencer noted that— 
operation and maintenance costs increased somewhat partly due to increased 


“wheeling” costs * * * over Pacific Gas & Electric Co. lines to project preference 
customers * * * 


~~. 


This increase, $704,414 in 1 year (1954 over 1953), in Mr. Spencer’s 
own words— 
flows directly from increased sales to preference customers not situated so as 
to be served by project transmission facilities. 

The report further states that 1954 gross revenue shows that 75 
percent of the CVP income was derived from power production, and 
comments : 

The cost of storing and transporting water long distances to the dry agri- 
cultural areas would be prohibitive without the assistance of power revenues. 

The second section of recommendation 15, section (b), is an effort 
to go back to the Hoover formula which was adopted by the Con- 

ss in December 21, 1928, as applied to power generated at what was 
then called Boulder Dam on the Colorado River. 

Under this formula, contracts for all power had to be signed 
before construction of hydroelectric facilities was started. This was 
possible only because the city of Los Angeles controlled a tremendous 
consuming power market, as well as being in position to finance 
transmission lines to take this project power at the dam site and trans- 
ee it for the benefit of public agencies in the service area several 
1undred miles from its source. 


No such public agency exists in the Central Valley project service 
area. 
Moreover, Colorado River project pense as delivered through the 


Hoover formula of precontract, bus-bar sales, is used by the metro- 
politan water district of southern California, and the city of Los 
Angeles Department of Water and Power, largely for nonfarm con- 
sumers, while farmer customers for the small percentage of Hoover 
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Dam hydro which was contracted for by the Southern California 
Edison Co. receive no preferential benefits whatever. 

As pointed out in Commissioner Holifield’s dissent in respect to 
this recommendation of the Hoover Commission report: 

In 1940 agency contracts were substituted for the leasing contracts with the 
city of Los Angeles and Southern California Edison. * * * These changes in 
contract arrangements followed a 1940 basic revision of the law governing the 
Hoover Dam inspired by the complaints of power users who found they were 
paying excessive rates in comparison with those who obtained power from the 
Bonneville and TVA systems. * * * 

Subsequent projects (to Hoover Dam) authorized not only the generation 
of power but its transmission, in Government-owned facilities, to provide wide 
distribution and use at lowest possible rates. 

The Tennessee Valley Authority Act of 1933, in our opinion, repre- 
sents a major advance over the Hoover Dam formula. Likewise the 
Rural Electrification Act of 1936, the Bonneville Act of 1937, the 
Reclamation Project. Act of 1958, and the Flood Control Act of 1944 
have built up a body of policies embodying the principles of Federal 
generation and transmission of hydroelectric power at low rates with 
preference to public bodies. 

Weociievndetion 15 attempts to turn the clock back on these wealth- 
creating and constructive congressional policies; to transfer the Fed- 
eral Government’s time-tested relationship with the people for their 
ultimate benefit to a limited partnership with private industry only, 
for their continuing and enhanced profit at public expense. 

We did not mention the 160-acre limitation in the statement, and 
it has been mentioned a time or two and we are interested, our com- 
mittee, in opposing any changes in the 160-acre limitation at this time. 
There has to be a modification of the 10-acre limitation. I know on 
a dam on the Humboldt River they built a reclamation project without 
any power, and the 160-acre—Senator McClellan got it through with- 
out any limit. So there may be cases, but anyway, we feel it can be 
used here in this project. We feel most of the operators of family- 
type farms in California agree with our position. It is estimated that 
the cost of conserving and delivering of CVP irrigation water is from 
$15 an acre-foot at canalside. The average price at canalside is $3.50 
an acre-foot. This means this water is subsidized by power revenues 
and interest-free money to the extent of $11.50 an acre-foot. There 
is no justification, we feel, for granting excess land, that is, over 320 
acres, toa man and wife, with this subsidy. 

We feel, gentlemen, that farming is a very desirable way of life and 
we like to see as many American citizens have the pleasure of farming 
as we can. We see the great problems of smog, and water problems, 
and housing, and transportation in the great cities, and we know a lot 
of city people and a great majority of them all expect and desire to 
get back to the soil. We feel one of the reasons why farm people have 
gone to the cities is because conditions have been such that Groughte 
and floods, and so forth and so on, and price failures, have forced them 
to go to the city and seek jobs and become part of the great mass of 
wage earners. 

We feel that the mass of Americans desire to own a piece of the 
country and employ themselves and keep it up. 
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CONCLUSION 


The people of every generation must make decisions not only for 
their own welfare, but for the welfare of the generations who come 
after them. 

In the realm of resource conservation and development it is the Con- 
gress of the United States which establishes the policies which will 
determine in whose interests our public resources will be utilized. 

In contrast to all other resources, that of power which comes from 
the falling water of our great rivers systems is continually replenished. 

Gas and oil and coal and all those things may be gone some day, 
but, properly taken care of, our rivers will go on and on. 

As Senator Neuberger so forcefully illustrated in his Oakland ad- 
dress : 

Farmers can plow the north 40 and leave the south 40 idle; oil companies 
ean recover some of the oil in their fields and leave the rest ; coal companies can 
dig some of the coal in their fields; lumber companies can cut some of their 

imper, 
: But with hydroelectric power, you develop all the power available at the site 
then and there, or you lose it for all time. 


Senator Neuberger, quoting a French philosopher, said : 

We inherit the earth, but we must pass it on. 

The power resources of our great river basins, their integration 
with the water resources and their joint development for the beneficial 
use of all the poogie, ars ours to conserve and protect. 


We, members of the California Farm Research and Legislative Com- 
mittee, contend that the Hoover Commission recommendations on 


water resource and power are not in the interest of the whole people 
and ask that 7 be rejected by the Congress. 


Mr. Jones. Thank you very much, Mr. Lewis. 

Mr. Lirscoms. Mr. Lewis, do you or your organization believe that 
all power should be Federal public power ? 

Mr. Lewis. Oh, no. Not necessarily. No. I myself am served by 
Pacific Gas & Electric, and we pay our bills regularly and have good 
relations. They have good service and they charge plenty for it. But 
I believe we in California have room for caer? 

For instance, I have thought about this a lot, Mr. Lipscomb. You 
know in the Central Valley we have a lot of areas that are now served, 
most of them, or some of it, by Edison, but not by Pacific Gas & Elec- 
tric. I believe if my ideal of the development of the Central Valley 
Basin would be brought to pass there would be still lots of business 
for Pacific Gas & Electric and private business. 

For instance, on these dams we need tremendous power to lift the 
water into the reservoirs and over the humps. I believe it would be 
cheaper to take that power down the publicly owned transmission lines, 
and pump her up. However, in the communities now served by the 
Pacific Gas & Electric Co., and that is more of them in the San 
Joaquin Valley, every crossroads store is going to become a town. 
They are already getting Pacific Gas & Electric electricity and will 
want to buy a lot more. All the Pacific Gas & Electric has to do is to 
keep on providing the good service it has and is capable of doing and 
its business will be quadrupled, or more than that. I think that there 
is plenty of room for us all here. 
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Mr. Lirescoms. You feel that the only expansion of power in the 
Central Valley should be public power ¢ 

Mr. Lewis. No. No. I do not say that at all. What I say is that 
these communities and these towns with their stores and homes can 
continue to be served by the Pacific Gas & Electric if they will make 
and bring about proper development of farming. The towns will grow 
and therefore Pacific Gas & Electric will get more business. So I say 
that will expand and I have no objection to it. 

Mr. Lirscoms. What do you consider a fair share of power as stated 
in recommendation No. 11, where it says, “That the private utilities 
be permitted to purchase a fair share of Federal power.” What do 
you think their fair share should be ? 

Mr. Lewis. Well, we have to have enough to bring this water to 
the farmer at a price he can pay for it. The public’s interest is para- 
mount. The private utilities exist by the pleasure of the people. They 
have to get their franchise from the people. I believe it has to be 
renewed every so often; does it not? I should not ask you questions. 
But I have been to some hear ings where some of the utilities like rail- 
roads ask for renewals, and they are subject to the people, just as the 
rest of usare. I am not one of the people any more. I am working for 
myself. So I am not prepared to say just how many kilows atts one 
organization is supposed to have, but I think we all have to have 
enough to maintain our economy so everybody can have a job and a 
nice home and good living conditions. 

Mr. Lipscome. You say in your statement: 

The Tennessee Valley Authority Act of 1933, in our opinion, represents a major 
advance over the Hoover Dam formula. 

What do you mean by that? 

Mr. Lewis. As I understand it—you see, we are a research com- 
mittee and I do not do all of the research. We refer here to a lot of 
things and places that are documented in these statements. I am just 
a farmer and I do not go around to all of the libraries. 

Mr. Lirscoms. I served in the legislature when you were there, too, 
Mr. Lewis. 

Mr. Lewis. Yes; it was very pleasant to be there with you, Glenard. 

Anyway, as I understand it, the Hoover Dam was built—it was not 
authorized to be built until they knew where all of the power was going 
to go, but we built the Shasta Dam and Bonneville and some of the 
other dams not necessarily before all of the power contracts were let. 
The people of the Government of the United States, and that is the 
people, built them and once built the power is for sale. It is just like 
most customers would rather go down to their neighborhood hardware 
store and buy their stuff than to order it from a mail-order house. 
They like to go down and look the product over. So when the dam is 
built, why, the farmer or city man or city council knew the power 
was there and could proceed to buy it if it was set up by the saetedaies e 
clause so they could buy it. 

Mr. Lrescomn. It was always my understanding, Joe, that the 
Hoover Dam was very beneficial and the contracts were very satis- 
factory as far as the city of Los Angeles is concerned. 

Mr. Lewts. The city of Los Angeles was here and needed the power 
and it was a very unique situation. You had a great city here. 

Mr. Lipscome. In 1927 or 1928 it took a little foresight for the c ity 
of Los Angeles to sign those firm contracts. 
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Mr. Lewis. I remember, and I did not vote for Mr. Hoover in 1928. 
Pardon me on that. 

Mr. Liescoms. In the .depths of the depression the city of Los 
Angeles and the citizens voted to authorize bonds because they had the 
foresight to see these things coming. I think the people up in your 
valley should or do have the same foresight. 

Mr. Lewis. Yes. 

Mr. Lirscome. And perhaps could do the same thing if they got 
together. 

Mr. Lewis. It is easier for city people to get together than farmers. 
We do not have to just walk down the road. ‘Sometimes we have 
to drive 30 or 40 miles. 

Mr. Liescoms. I am sorry I am unfamiliar with your organization, 
but is the California Farm Research Legislative Committee some- 
thing rather new in the field ? 

Mr. Lewis. No. 

Mr. Lrescoms. I am just not familiar with it. I knew Mr. Mac- 
Donald. 

Mr. Lewis. It was organized back in 1941, I believe. As we set 
forth here, we have about 300 contributing members and we are 
associated with organizations with about 2 000 members. And in this 

California Water and Power Users Association with which we are 
afiliated, there are probably 3 million people in the Grange and labor 
unions and the Catholic Rural Life Conterense. 

Mr. Lipscoms. I think they testified yesterday. 

Mr. Lewis. Yes. Mr. Rivers. 

Mr. Liescoms. And you are a part of their organization or associ- 
ated with them ? 

Mr. Lewis. Affiliated with the California Water and Power Users 
Association. 

Mr. Jones. Any further questions? 

Mr. Lipscoms. No. 

Mr. Jones. Thank you very much, Mr. Lewis. It is a pleasure to 
have you, sir. 

Without objection, the resolution submitted by Mr. Lewis will be 
made a part of the record at this point. 

(The resolution referred to is as follows :) 


RESOLUTION OF THE CALIFORNIA FARM RESEARCH AND LEGISLATIVE COMMITTEE 


Representative Jones and members of the Special Subcommittee on Water 
Resources and Power, in behalf of participants in a regional meeting called under 
the auspices of our California Farm Research and Legislative Committee in 
San Jose civic auditorium, December 1, 1955, I would like to submit for the record 
the following resolution unanimously adopted by the meeting following a presen- 
tation on the small watershed program by Mr. Lincoln H. Thorpe, of Coyote, 
Calif., and a director of the Evergreen Soil Conservation District: 

“We unanimously oppose recommendation No. 6 of the Hoover Commission re- 
port, which would transfer all flood-control operations of the Soil Conservation 
Service to the United States Corps of Army Engineers ; 

“We ask that all remedial measures on small watersheds, as specified in 
Public Law 566 (the Small Watershed and Flood Protection Act of 1954), remain 
under the jurisdiction of the Soil Conservation Service; 

“We further ask that Public Law 566 be so amended as to give further weight 
to irrigation users and not be confined to flood control only, and that this statute 
be implemented so that applications may be processed more rapidly to speed 
up the small watershed program.” 


] 
full 
A 
mal 
som 
by | 
mat 
com 
N 
Wil 
N 
equi 
Ore 

M 
tod: 

M 

M 

M 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 2885 


Those participating in the meeting which took the above action, in addition 
to members of soil-conservation districts, included a member of the Board of 
Supervisors of Monterey County, Mr. Chester Deaver, Salinas bush berry grower ; 
Mr. H. W. King, master, San Jose Grange No. 10; J. Pierre Dieu, executive board 
member of Riverbank Grange No. 719; poultry, fruit and nut growers; Joseph 
Lewis, chairman, agricultural committee, Sunnyvale Chamber of Commerce; 
Carl Sugar, Stockton, dairy consultant and secretary-manager, California Li- 
censed Farm Labor Contractors Association ; Arthur F. Ronz, treasurer, and Mrs. 
Grace McDonald, executive secretary, California Farm Research and Legislative 
Committee; Father Donald McDonnell, representing the Catholic Rural Life 
Conference, and officials of the following labor organizations; Butchers Local 
Union, No. 506 and Retail Clerks Local Union, No. 428, A. F. of. L., San Jose; 
United Auto Workers Local Union, No. 560, Milpitas, and United Packinghouse 
Workers Local Union, No. 78, Salinas, both CIO. 

Those in attendance were from Alameda, Monterey, Santa Clara, Santa Cruz, 
San Joaquin, and Stanislaus Counties. 

Action followed a thorough discussion of the issues involved in disbanding the 
staff of technical experts in the Soil Conservation Service who have been trained 
to evaluate local soil-conservation and flood-control problems, who have worked 
effectively with farmer cooperators in soil-conservation districts and the Hoover 
Commission proposal to transfer these functions and duties to an agency wholly 
unfamiliar with and without staff to operate such grassroots local functions. 

In taking a stand against recommendation No. 6 of the Hoover Commission 
report, the meeting affirmed its confidence in similar action taken by the National 
Association of Soil Conservation Districts and the testimony presented on the 
subject before the United States Senate Committee on Agriculture and Forestry 
by the California Farm Research and Legislative Committee in Fresno, Novem- 
ber 2, 1955. 

We appreciate the opportunity afforded the people of California by your sub- 
committee to make their position on the various recommendations of the Hoover 
Commission report known to the Members of Congress. 

The regional meeting in San Jose December 1, 1955, did not have on its agenda 
any of the other subjects in the Hoover Commission report. This does not in 
any way signify that we approve them, merely that they have not yet been 
discussed by this region. They will be discussed at our January meeting ani 
we will advise you at that time of further action taken. 

Respectfully submitted in behalf of those present at our regional meeting. 

ARTHUR F.. Ronz, 
Regional Chairman. 


Mr. Jones. Mr. Alan Bird. 
STATEMENT OF ALAN G. BIRD, ATTORNEY, REDONDO BEACH, CALIF. 


Mr. Birp. I am an attorney at law here in California, and I would 
fully like to emphasize my appreciation for being here today. 

As I sat in on your hearings I have heard experts, and I have heard 
many comments. Iam probably the youngest man here. I have had 
some experience in the field of water law. Right now I am retained 
by the State department of justice as counsel to the California-Kla- 
math River Commission. We are negotiating an interstate water 
compact with the State of Oregon. 

Mr. Jones. Is that a compact on which you will get some of the 
Willamette River water ? 

Mr. Birp. No, sir. Is it a compact under which we will distribute 
equitably the waters of the Klamath River between the States of 
Oregon and California. 

Mr. Lipscoms. Are you an official representative of the State here 
today ? 

Mr. Birp. No; Iam not. 

Mr. Liescoms. So you are speaking as an individual? 

Mr. Brrv. I am, Congressman. 
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I would like to ask a question, if I may, relative to some language 
that is used in the report. I think that the question is a serious one 
because it points out an ambiguity in the report and also possibly an 
ambiguity in our law. 

On page 15, if I may call it to your attention, in the last sentence it 
reads—and this part is under the title of “State and Federal Con- 
flicts”—it reads: 

In consequence all Western States insist that development and water rights 
conform to State law which is based generally upon “prior usage.” Water 
rights under Federal law are based upon “riparian rights,” and this base is mostly 
ignored by the Western'States. 

Mr. Jones. Are you asking that question ? 

Mr. Biro. I am asking a question of the chairman, Mr. Jones, or 
of the counsel, if he is present, as to what is intended by that statement, 
and also by recommendation 1 (d). 

Mr. Jones. If you are directing a question of inquiry as to what 
the commission meant in its statements, the committee is unable to 
answer it, because it could not speak for the commission. The purpose 
of this meeting and this hearing is pursuant to a committee resolution 
creating an interim committee to receive testimony from people in 
the different geographical areas of the country as to what they think 
about the Hoover Commission report. 

Mr. Birp. I appreciate that, Mr. Chairman, but I would like to 
present the question and have the question inserted in the record, if 
possible. 

Mr. Jones. Yes; it isalready in the record. 

Mr. Brrp. For this reason: I think that many of us water attorneys 
in the State of California are in a quandary as to the extent and the 
lines of demarcation, if you will, between State and Federal control 
of water resources in the Western States. 

Mr. Jonrs. I have said many, many times, concerning recommenda- 
tion 1 (d), to which you referred, that it would take a Philadelphia 
lawyer from now until doomsday to figure out the State laws with 
respect to water. If the Federal Government had to reconcile Fed- 
eral legislation and base it upon the various laws to be found in the 
States—which are in most instances inconsistent with one another— 
if we had to take into account all of the water laws of the State of 
Alabama and on which the Supreme Court has held first one thing 
and then another, and if the Congress had to make a clarification of 
State water laws, there would never be any Tennessee Valley Author- 
ity even yet. 

There is an attempt, I assure you, in the authorization of projects, 
both on the Interior and Insular Affairs Committee and on the Com- 
mittee on Public Works, to give full and complete recognition to the 
State laws. However, it is just an impossible situation. 

If you take the streamflow of the Mississippi River and pursue it 
through the Ohio and up through the Monongahela, you would be 
briefing all of the State laws and rendering decisions and opinions, 
but I doubt if it would ever resolve any questions. 

So if you are going to await the moment when we have a clarifica- 
tion of all the water laws, I doubt if we will ever get any Federal 
legislation. 

Mr. Birp. I agree with you, Mr. Chairman. I do not argue that 
point atall. Nor do I think that anyone in the West who is practicing 
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water law would disagree with that statement. However, we look 
to the Federal Power Act, section 27, and we look to the Reclamation 
Act of 1902, which recognized that the State laws relative to the con- 
trol and to the distribution and use and appropriation of water would 
control water developments and power developments in the Western 
States. 

Now recently we are faced with a decision such as the Pelton Dam 
decision, with which I am sure you are very familiar. I am not here 
to grind a stone, nor am I here to say that the State water law should 
control to the exclusion of Federal water law s, but we are in a quan- 
dary on the State side and I would suppose that the people. in the 
adueaueatian of the Federal water laws are in a quandary as to the 
lines of demarcation. 

I just humbly suggest that when legislation such as the pending 
Barrett bill, Senator Barrett of W yoming’s bill, which he presented 
to the Senate, which is similar to the Barnes bill, all we ask is that 
serious consideration be given to defining what is meant by our exist- 
ing laws in respect to State control of w ater rights. That is the sense 
of my humble statement, and I dothank you for your time. 

Mr. Jonrs. Well, we appreciate that. I serve on the Committee 
on Public Works, which naturally would deal with that sort of ques- 
tion, but I am going to let you defer that one to the Judiciary Com- 
mittee and let the judges get hold of that one because I am afraid 
there would be no end to that study. Seeking a legislative determina- 
tion of the legal effects of the laws would be a subject which I do not 
think would entertain the Congress. You have those judicial deci- 
sions and compilations of all the water laws to study. Then you come 
back to another question as to which is the paramount interest as be- 
tween the Federal Government and the States. Then another ques- 
tion comes up, which is a third question, as to how practical the prob- 
lem has become, because in most of the minor flood-control works full 
and complete recognition of State laws is recognized, because in many, 
many instances you have local participation by State and local 
governments. 

The beach-erosion problem that the Corps of Engineers has now 
undertaken in conjunction with the State of California I do not think 
is going to present any legal angles because they are purely legal 
problems within the States. 

Mr. Birp. I think that is correct. I think that the reauthorization 
by Congress of the Central Valley project—and I could quote from it: 

The entire Central Valley project is declared to be for the purpose of including 
navigation and regulating the flow of the San Joaquin River and the Sacramento 
River; control the floods, to provide for storage and delivery of the stored 
waters thereof. 

You read that with section 8 of the Reclamation Act and you feel 
certain by reading the legislation we do have a place and we do have 
a stand that the Federal Government will proceed in accordance with 
the State laws in the filing for projects and for the construction and 
operation of its projects. “However, when you read a decision as late 
as July of this year handed down by the United States Supreme Court, 
Justice Burton’s decision, then we are in a quandary again. We do 
not know what the law means. We can take it and read its literal 
application and in a situation of this sort which is confronting us it 
has had very broad repercussions, 
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As the acting State governor stated today, the people in southern 
California and the people in the West generally are in a quandary 
about this. We request respectfully your consideration for the pas- 
sage of clarifying legislation. 

Mr. Jones. You mean on that particular project? 

Mr. Brrp. Not on that particular project, but on the statement in 
section 8 of the Reclamation Act, that the law—that is what we would 
like to know. We would like to know also whether section 9 (b) of 
the Federal Power Act relative to the applications for power devel- 
opment and section 27 of the Federal Power Act are still the law. 
We thought in California after the Gerlach case that the ghost of the 
first Iowa case no longer walked. Today we wonder. 

I think the same problem is inherent in Federal administration be- 
cause I think they would like to know what is the demarcation of their 
line of jurisdiction and authority. 

Mr. Jones. I am sure the chairman, Mr. Engle, of the Interior and 
Insular Affairs Committee, would welcome a discussion on that prob- 
lem. It is a legislative problem for clarification in view of the 
Supreme Court’s decision. That is, the reauthorization. He is from 
your State and he is chairman of that committee, and I am sure if you 
will communicate with him he will be glad to have your notions on the 
problem. 

Mr. Birp. I am sure he would welcome them, sir, but the only thing 
is, I felt that language in the Hoover report, a national report, would 
only give emphasis to the 

Mr. Jones. Going back to that quote you recited about the prior 
usage and the riparian rights, most States recognize the riparian 
owner principle, even today. 

Mr. Brrp. You are entirely correct, Mr. Chairman. We do in Cali- 
fornia. However, the statement here is— 

* * * this base * * *— 
referring to the riparian rights-— 
is mostly ignored by the Western States. 

That is a matter we feel should be clarified and not be left unnoticed 
. a breeding ground for future conflict between State and Federal 
aw. 

Mr. Jones. Thank you very much, Mr. Bird. It is a pleasure to 


have you and we are glad you called our attention to that fact. 
Mr. Arthur Kemp. 


STATEMENT OF ARTHUR KEMP, CLAREMONT, CALIF., APPEARING 
FOR THE SOUTHERN CALIFORNIA CITIZENS COMMITTEE FOR THE 
HOOVER REPORT 


Mr. Kemp. I have a few copies of a prepared statement and also a 
criticism of the statement presented by Congressman Holifield this 
morning. Unfortunately I do not have sufficient to go around, but I 
will be glad to give the only carbon which I possess to the secretary, 
who may refer to that directly. 

Mr. Jones. You go right ahead, Mr. Kemp. 

Mr. Kemp. Thank you. 
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My name is Arthur Kemp, professor of money and credit at Clare- 
mont Men’s College and Claremont Graduate School. Rather as a 
prefatory statement I would like to call attention to one part of an 
extremely able presentation yesterday by William S. Peterson. The 
objection which he expressed took the form of an assertion that the 
cost of power at Hoover Dam would be doubled if one of the Commis- 
sion recommendations were adopted. 

Regarding this charge that if the Hoover Commission recommenda- 
tion that federally produced power bear its fair share of taxes is 
enacted the cost of publicly owned power would be doubled. 

If the addition of their share of Federal taxes would double the 
cost of power to Los Angeles—which it will not—then it is high 
time that all the Hoover Commission recommendations be enacted. 

But there must be some misunderstanding, for the Hoover Com- 
mission recommendations are aimed at saving the people money—not 
increasing their Government costs. 

Overall taxes—Federal, State, and local—are generally conceded 
to amount to about one-third of the income of the people. No re- 
sponsible person has yet charged that they are half of any present 
cost. 

To add their share of taxes to the price for federally generated 
power, at the point of production and not at the point of distribution, 
would have very little effect on the final price to the consumer. 

This recommendation of the Commission is a part of a general 
recommendation of policy that would, of course, not apply to pre- 
existing contracts. 

However, it is an extremely important general principle which if 
adopted for the Nation as a whole might very well reduce the total 
cost, direct and indirect, for power consumed in the Los Angeles 
area. 

I wish to present the following statement in support of the recom- 
mendations of the Commission on Organization of the Executive 
Branch of the Government (the Hoover Commission) on Water 
Resources and Power. 

There are, in my opinion, seven major reasons for adopting the 
Hoover Commission recommendations. 

1. Adopting these recommendations will go a long way toward 
fulfilling a moral obligation—the promises made when Federal water 
projects were proposed to Congress. It was promised that the ex- 
penditures assigned to hydroelectric power would be regained and 
that these enterprises would pay interest and amortize the Federal 
investment over a 50-year period. In general, these promises have 
not been fulfilled. 

2. Adopting the recommendations would provide a better means 
of measuring the relative efficiency of private versus Federal electric 
power. 

Mr. Jones. Why is it necessary to make that an issue between 
private and Federal development of power? Is the one method to be 
gaged against the other before it demonstrates its economic merits? 

Mr. Kemp. When the decision is one that is not in the hands of 
the market place, I would say “Yes.” 

_Mr. Jones. Let us get out of the market place and get up on the 
rivers 
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Mr. Kemp. We are. 


Mr. Jones. Where there is need for flood control and irrigation and 
reclamation projects and the generation of hydroelectric power. Why 
should the installation of the hydroelectric generator there have to 
be determined by some measure of what some utility does in the State 
of New York? 

Mr. Kemp. Excuse me, sir. If what I am saying is what I mean to 
say, I am not confining this to hydroelectric power. One of the rec- 
ommendations of the Hoover Commission report was that the Federal 
Government not continue to build steam plants. 

Mr. Jonrs. I see. When you build steam plants—— 

Mr. Kemp. Then I think the issue of relative efliciency is a very real 
one. 

Mr. Jones. Efficiency of construction ? 

Mr. Kemp. Efficiency in terms of cost to the consumer. 

Mr. Jones. Cost. All right. Now who has built the cheapest 
thermal plants operating in the United States? 

Mr. Kemp. When you say the cheapest, do you mean in terms of 
all the costs, or just out-of-pocket costs ? 

Mr. Jonrs. I am talking about the cost of generating the power at 
the thermal plant. 

Mr. Kemp. Who has produced it? 

Mr. Jones. Yes. 

Mr. Kemp. I do not know. You have to ask an engineer and not 
an economist. 

Mr. Jones. You got over onto thermal power and raised an issue 
between Federal electric power and private power. 

Mr. Kemp. Right. 

Mr. Jones. Then you cite the thermal plants, and then I ask you the 
next question as to who is producing the cheapest power. 

Mr. Kemp. And I say I do not know. 

Mr. Jones. What is the basis of your statement then ? 

Mr. Kemp. Actually I do not see that there is any inconsistency 
in what you and I are talking about. What I said was, adopting 
these recommendations would provide a better means of measuring 
the relative efficiency of these two types of electric power than we now 
possess. 

Mr. Jones. Then I come back to the question propounded to you 
again. A steam plant costs a certain amount of dollars. 

Mr. Kemp. Yes. 

Mr. Jones. And we have the examples already. Why go to the 
Hoover Commission? The Hoover Commission takes into account 
the construction costs of generating power, and the product of their 
conjectures is demonstrated here. 

Mr. Kemp. I beg your pardon. It is not. 

Mr. Jones. I asked you this question: Who is producing the power 
the cheapest ? 

Mr. Kemp. I do not know, but the measuring stick is what I want to 
talk about. If you and I go into the business of producing electric 
power, there is no consumption of coal or any other fuel other than 
that of falling water, and if we want to do this then we must do certain 
things which a Federal agency does not have to do. If we make a 
profit by whatever means, we have to pay a tax on it. 
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Mr. Jones. You are talking about something that happens after 
the plant is built. Let us talk about the generation and construction of 
a plant for the generation of electricity. Let us talk about the cost 
of it. 

Here is a private utility that builds a thermal plant the same size 
asa Federal project. Where is the cheapest power being produced / 

Mr. Kemp. The cheapest power is being produced nearest the source 
of the energy, regardless of whether it ha ippens to be a Federal plant 
or private, so far as that particul: ur questio} 1 is concerned. The im- 
portance of the transfer of the fuel is much more important than 
whether it is Federal or private, so far as those out of-pocket costs 
are concerned ; but this is not what I chose—— 

Mr. Jones. Would you be willing to rest your case on what you said / 

Mr. Kemp. Certainly not. You are trying to put me into one 
pocket which I do not want to talk about. 

Mr. Joners. I am trying to follow that as best I can. But you say 
measuring the relative efficiency of private versus Federal electric 
power would be provided for better by adopting the recommendations. 

[ ask you why should it be an issue between Federal versus private 

7 we are considering a multipurpose dam. Then you say no, it is a 
thermal plant. So I come to a thermal plant and ask you to make a 
comparison with that. 

Mr. Kemp. Let us go back again. I do not wish to imply this is a 
question simply of nonhydroelectric power. This question applies 
both to hydroelectric and steam-produced power. I do not want to 
imply I am concerned here only with thermal power. I do want to be 
concerned with the way in which you measure the costs, and all 
costs—the economic costs, if you like. 

Mr. Jones. All right. Go ahead sir. 

Mr. Kemp. At present a multitude of inconsistencies, such as differ- 
ent accounting methods and hidden or subordinated costs, make accu- 
rate comparisons impossible. 

If I may parenthetically inject here, this is not saying much more 
than the Comptroller General of the United States said many times. 

3. Adopting the recommendations would aid in the elimination of 
waste incompetence, and vested interest bureaucracy which has existed 
within the Federal Government’s widespread w ater resources activ- 
ities. 

Mr. Jones. Let me ask you one question there. 

Mr. Kemp. Certainly. 

Mr. Jones. Do you think that there is general incompetency in the 
operation of the Government and in the agencies concerned with water 
resource development ? 

Mr. Kemp. I think some has existed. Yes, sir. 

Mr. Jonrs. Some has existed ? 

Mr. Kemp. I did not say all parts of the Federal Government were 
incompetent nor that all parts of the Federal power production was 
incompetent. 

Mr. Jones. Your wording would certainly lead one to believe that 
adopting—and I will read your statement: 

Adopting the recommendations would aid in the elimination of waste, in- 
competence, and vested interest bureaucracy—— 


Mr. Kemp. Right. 
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Mr. Jones. Go ahead. 

Mr. Kemp (continuing) : 
which has existed within the Federal Government’s widespread water resource 
activities. 

Mr. Jones. All right. 

Mr. Kempe. Adopting the recommendations would provide, for the 
first time, a commission (Water Resources Board) capable of collect- 
ing and assessing the facts. ‘This is a much-needed step in the direction 
of order rather than chaos. 

5. Adopting the recommendations would aid in determining the true 
economic costs of operation of Federal water projects. Taxpayers 
have been called upon, in the past, to pay an indirect subsidy to a rela- 
tively small number of people who benefit directly from Federal 
projects. 

Mr. Jones. Do you think people who are not immediate beneficiaries 
of projects should pay taxes for their construction ? 

Mr. Kempe. What kind of projects / 

Mr. Jones. Any kind. Flood control—generation of power. 

Mr. Kemp. Only those—where it is possible to use a market mechan- 
ism; no. 

Mr. Jones. Or navigation? 

Mr. Kemp. This is a policy question, as you and I recognize, and I 
would say where the possibility of using a market mechanism for the 
production of any particular commodity is available, then it should 
not be done otherwise. Where such a thing is impossible, then we get 
into the question of whether or not Federal activities are concerned. 
This is not an argument against the use of multipurpose dams or 
anything of the kind, but it does get into the question of what you do 
with it after you produce it. 

Subsidization of this kind, together with preferences extended to 
one or more forms of enterprise over others, or to one area at the 
expense of all, can only result in the uneconomic use of resources. 
Moreover, it is a poor precedent to establish. 

6. Adopting the recommendations would remove a longstanding in- 
justice and logical inconsistency. In the past we have unjustifiably 
permitted Federal power agencies to be free from the rules and regu- 
lations promulgated by the Federal Power Commission. This appears 
to me to be in the nature of a “do as I say and not as I do” arrangement. 

7. The heart of the problem really concerns some fundamental ques- 
tions of political economy. Are we preparing to adopt a _politico- 
economic system in which the Federal Government is permitted and 
encouraged to go into business in competition with its citizens? If so, 
it would take a blind man to be oblivious to the end result. We 
would create a form of Federal, nationalized socialism through the 
operation of dynamos and the distribution of electric power. We 
would be creating a form of Federal regional bureaucratic domina- 
tion capable of undermining and rendering impotent State and local 
governments. Such a development, in my opinion, constitutes a major 
break with American political and economic tradition. 

Adopting the Commission’s recommendations will provide adequate 
scope for Federal multiple-purpose dams and projects without jeopar- 
dizing those principles of a liberal society based on free enterprise, 
which has made possible our classless society and our economic 
prosperity. 
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Mr. Jones. Any questions, Mr. Lipscomb ? 

Mr. Liescoms. No. 

Mr. Jones. Thank you very much, Dr. Kemp. 

Mr. Kemp. I would like to present the second part, which is the 
criticism of Mr. Holifield. This was a very short one and really 
preliminary. I am presenting this on behalf of the Citizens Com- 
mittee for the Hoover Report. It is a criticism of Representative 
Holifield’s dissent to the Report on Water Resources and Power. 


CRITICISMS OF REPRESENTATIVE HOLIFIELD’S DISSENT TO THE COMMISSION’S 
REPORT ON WATER RESOURCES AND POWER 


The people of southern California will be very interested to know 
that Representative Chet Hollifield as a member of the Commission 
on the Organization of the Executive Branch of the Government 
appeared most anxious to dissassociate himself from any recommenda- 
tions of that Commission designed to introduce sound principles into 
the development and utilization of the water resources of the upper 
Colorado River. The Commission recommended the development of 
a water policy that would protect the rightful interests of southern 
California. But in fact Mr. Holifield said: 

The report may be regarded in the Upper Basin States of the Colorado River 
as a clever device to crush their hopes for water-resource development under 
the protection of some platitudes about beneficiaries sharing costs. That may 
not be the intent of the Commission majority, but simply the result of its recom- 
mendations. I wish to disassociate myself clearly from any moves to render 
ineffective the opportunities of the people of the Upper Basin States for the 
development of such water as they have a right to use. (Commission on Organi- 
zation of the executive branch of the Government. Water Resources and Power, 
vol. 2, p. 59, U. S. Government Printing Office, Washington 25, D. C., 1955.) 


He went on to say: 


I do not approve of any of the hurdles the Upper Basin States would have to 
jump if the Commission’s suggestions were in effect: (1) heavy State bonding 
for resource development to the possible exclusion of other human needs; (2) 
impossible and heavy advance pledges of payments by water users; and (3) high 
preference to areas where land is more valuable at the expense of those States 
where land is less valuable. (Ibid., pp. 59-60.) 

It seems obvious from these statements that Representative Holi- 
field was anxious to assist the people in the upper basin of the Colorado 
River to grab off the water of the Colorado for use in their own ill- 
founded and uneconomic irrigation and power projects that will be 
most harmful to us. 

He expressed these views in a long dissent to the carefully reasoned 
majority report of the Commission on Water Resources and Power. 
Throughout this dissent he expressed views which appear to be just as 
ill-founded as these. In addition, his dissent does not agree with the 
facts in a great many instances. Here 1 will present only a few of the 
more glaringly ill-founded statements that Representative Holifield 
made in this dissent. 

At the very outset of his statement, he said: 

My reasons for opposing the Commission’s Report on Water Resources and 
Power may be summarized as follows: 

1. The Commission has exceeded its jurisdiction in attempting to prescribe 
policies to the Congress and to ask the Congress to repudiate its own policies, 
many of which are of long standing or reflect the evolution of national experience 
in water-resource development. (Ibid., p. 10.) 

70818—56—pt. 1417 
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Here Representative Holifield asserted that the Commission at- 
tempted “to prescribe policies to Congress.” ‘The Commission was 
not in a position to “prescribe” policies to Congress or to anyone else. 
The Commission was created by Congress to give it advice. Congress 
is free to accept or reject any advice the Commission gave to it. The 
Commission could not prescribe anything to anyone. 

In the quotation just set forth, Representative Holifield claimed that 
the Commission exceeded its jurisdiction in making recommendations 
on policy matters. In the same vein at another point he said: 

There may be policy implications in recommending the elimination of non- 
essential functions that are competitive with private enterprise, but this is 
far from vesting the Commission with a free-floating mandate to recast the 
aa of Federal policies and programs created by the Congress. (Ibid., 
p. 18. 

When Congress enacted Public Law 108 in 1953, the committees that 
recommended the legislation made it clear that they intended the Com- 
mission to deal with policy matters. Thus the Senate Committee on 
Government Operations said: 

* * * the Commission should have adequate authority, as proposed in the 
bill, to examine not only all of the governmental operations previously examined 
by the Hoover Commission, but also Federal functions, programs, and policies 
as well. (Senate Committee on Government Operations, S. Rept. 216, p. 4.) 

Similarly, the House Committee on Government Operations also 
made it obvious that the Commission had a broad mandate to make 
policy recommendations. 

Representative Holifield apparently holds that any function that 
Congress by law had at one time or another conferred on the Execu- 
tive is essential to the operation of the Government and the Commis- 


sion had no business making suggestions for its modification. Con- 
gress made it clear that it intended the Commission to make recom- 
mendations for the elimination of “nonessential services, functions, 
and activities which are competitive with private enterprise.” Rep- 
resentative Holifield said, specifically concerning what constitutes 
essential or nonessential functions: 


It can hardly be said that the Congress regards as nonessential the services, 
functions, and activities of Government in the development of water resources 
and power. (Commission on Organization of the Executive Branch of the Gov- 
ernment. Water Resources and Power, vol. 2, p. 18. U.S. Government Printing 
Office, Washington 25, D. C.) 

On this basis there would have been no room for the Commission 
to make any recommendation for the termination of any nonessential 
Government function competitive with private enterprise if Congress 
had even given it any legislative authorization. Obviously, this posi- 
tion is highly incongruous and directly contrary to congressional 
intent. 

The Representative from the 19th District of California criticized 
the Commission and its Task Force on Water Resources by saying: 

The Commission’s report is based on the investigations of a task force mainly 
inspired by preconceived ideas and personal predilections. (Ibid., p. 10.) 

Mr. Holifield apparently would condemn any person who previously 
had ever expressed a view on any matter. When he endorses the con- 
clusions and recommendations of the President’s Materials Policy 
Commission of 1952, is he not himself guilty of endorsing “precon- 
ceived ideas and personal predilections?” Similarly, when he en- 
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dorses President Truman’s Water Resources Policy Commission 
Report of 1950, was he not again guilty of the same shortcoming ? 

he Representative devotes four and a half pages to an attempt 
to criticize derisively the Commission’s major recommendation 
(No. 1) for the Sevboctmns of a national water policy. He does 
this by an attempted identification of the Commission’s policy recom- 
mendations with the more far-reaching ones of the task force. This 
is the sort of thing he does throughout the report; but here he did it 
more bluntly than at any other place. He does not directly say that 
the Commission is responsible for policy recommendations contained 
in the task-force report; but he interlards them in what appears to 
be a deceptive manner. 

Mr. Jones. Will you read that again about Congressman Holifield 
being deceptive ? 

Mr. Kemp. I beg your pardon? 

Mr. Jones. What did you say up there? Are you accusing Mr. 
Holifield of using deceptive practices in making his minority report? 

Mr. Kemp. I said this. I suppose this is what you are referring to: 

Mr. Holifield apparently would condemn any person who previously had ever 
expressed a view on any matter. When he endorses the conclusions and recom- 
mendations of the President’s Materials Policy Commission of 1952, is he not 
himself guilty of endorsing “preconceived ideas and personal predilections”? 
Similarly, when he endorses President Truman’s Water Resources Policy Com- 
mission report of 1950, was he not again guilty of the same shortcoming? 

Mr. Jones. Go ahead. 

Mr. Kemp. Actually, the Commission, in the preface to its Report 
on Water Resources and Power, carefully points out that— 

* * * it has committed itself only in respect to the recommendations it makes 
in this report. 

Therefore, the Commission declares that it was not embracing as its 
own the recommendations advanced by the task force. In order to 
demonstrate that the Commission did not know what it was doing 
and to ridicule it, he pointed out that it made policy recommenda- 
tions throughout this report on water resources. Was there anything 
sinful or incompetent about this? There is nothing in the report to 
indicate that the Commission believed that its first recommendation 
was the only one that contained policy consideration. 

Despite his attempts at derisive ridicule, Mr. Holifield expresses 
no direct and positive disagreement with the Commission’s recom- 
mendation for the development of a sound, forward-looking national 
water policy. In fact, he makes no positive suggestions of his own 
at this or at any other point of the report. 

On page 33, the Representative asserts, “the Commission proposes 
nothing by way of reorganization.” Apparently no form of reorgan- 
ization is important that goes beyond mere bureau shuffling. The 
proposal for the creation of a Water Resources Board in recommenda- 
tion No. 2, the recommendation to confer authority on the Federal 
Power Commission to fix rates for Federal water power projects in 
recommendation No. 9, the proposal to transfer from the Soil Con- 
servation Service to the Corps of Engineers jurisdiction over head- 
water dams (recommendation No. 6), and the proposal in recom- 
mendation No. 12 for the incorporation of the Colorado River Basin 
system and other power projects all constitute important proposals 
for reorganization. 
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By identifying the Commission and the task-force report, the 
Representative tries to convey the impression that the Commission 
“makes a devastating criticism of the engineers’ functions.” Actually, 
the task force and the Commission were highly commendatory of the 
Corps of Engineers and desired to increase its functions by trans- 
ferring activities from the Soil Conservation Service to this agency. 
Actually, the Commission said by way of praising the Corps of 
Engineers: 

This Commission joins with the task group in the following statement : 

“The Corps of Engineers has an enviable record for safe and adequate engi- 
neering design, that it has demonstrated its ability to carry out very large engi- 
neering projects, and that it has been signally free of any taint of fraud or dis- 
honesty in the administration of the vast construction program with which it has 
been entrusted. 
wee this applies to 131 years during which it has had those great responsi- 

111t1es., 

“The Commission wishes no sentence in the report to be construed as a reflec- 
tion upon the corps.” (Ibid., vol. 1, p. 67.) 

If that is a devastating criticism, I do not understand English. I 
do not see how any careful reader could consider that this constituted 
criticism of the Corps of Engineers. 

Mr. Holifield strongly opposes the Commission’s recommendation 
for the creation of a Water Resources Board. While the task force 
recommended a second board—a review board to be located in the 
Bureau of the Budget, the Commission rejected this idea and recom- 
mended to Congress the creation of a single Water Resources Board. 
Nevertheless the Representative attempted to convey the impression 
that the Commission proposed that both boards be created, and in the 
process he apparently misunderstood the function of the Water Re- 
sources Board. Specifically, he said : 

The new tribunals represent new opportunities for the veto power. 

I do not quarrel with the idea of careful budgetary review of water resource 
projects in the exercise of executive responsibilities. But I must register my 
opposition to a board which will act as a kind of “czar” over national develop- 
ment and withdraw many policy decisions from the congressional orbit. (Ibid., 
vol. 2, p. 37.) 

He thus holds that the Board would have the veto power and that 
it would “withdraw any policy decisions from the congressional orbit.” 
Both of these views are without foundation. The Board would have 
no veto power, and it would withdraw no policy decisions from the 
congressional orbit. 

Mr. Jones. What would the Board’s function be ? 

Mr. Kemp. It would be a device for formulating policy within the 
executive branch and fer the evaluation of water resource projects 
in terms of such policy. 

Mr. Jones. Would it have authority to approve or reject projects 
submitted to it ? 

Mr. Kemp. I presume it would. 

Mr. Jones. You are finding criticism with his minority report. 

Mr. Kemp. Precisely. 

Mr. Jongs. Then I directed your attention to the recommendations 
and you are somewhat in doubt as to what authority the board would 
have? 

Mr. Kemp. No. The Board would be a device for formulating 
policy within the executive branch and for the evaluation of water- 
resource projects in terms of such policy. 
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I presume, if you will permit me, that this would mean that its 
function would be to the Congress on the same level as is the National 
Resources to the executive branch. 

Mr. Jones. Yes; but where do you find any legal counterpart of 
the suggestion that’ you are making about the board # 

Mr. Kempe. I am‘not sure that I understand your question. If you 
will rephrase it? 

Mr. Jones. Tell us what the authority of the board will be. 

Mr. Kemp. My understanding of the Commission’s report is that 
this would be a policy and advisory board capable of collecting fac- 
tual data and of assessing it, and making appraisals on policy ques- 
tions submitted to it. If this is something that is peculiar, 1 would 
like to know about it. 

Mr. Jones. Yes. It would have to have some legal authority, 
would it not? 

Mr. Kemp. It has legal authority in the sense that if this is carried 
through that you will 

Mr. Jones. The President with his inherent authority could estab- 
lish such a board as that at the present time, could he not ? 

Mr. Kemp. He could establish such a board. Yes. I presume so. 
However, whether this would permit as broad a board in terms of 
policy questions submitted to it as one formulated and produced by 
congressional action, I do not know. I would doubt it very much. 

Mr. Jonxs. You would want it to have some authority either to re- 
ject or approve projects ? 

Mr. Kemp. I think this Commission, or whatever you call it, the 
Water Resources Board, ought to be the result of a congressional act 
in which broad questions of policy are legislated by the Congress. 

Mr. Jones. Go ahead. 

Mr. Kemp. The board would make reports that the President could 
present to Congress; Congress would still have complete freedom to 
approve or to disapprove water projects as it might see fit. 

Perhaps you had better let me finish this paragraph, because I am 
working on the basis of what I know is here, and you are not. 

It could approve projects disapproved by the ‘board. Also Con- 
gress could authorize projects never considered by the board. Thus 
it is plain that the creation of such a board would not withdraw policy 
decisions from the congressional realm, 

Mr. Jones. It would just be around to pass judgment on whether 
they think it is a sound project or not, and transmit it to the Con- 
gress, 

Mr. Kemp. I think in a broad sense this is the group of policy ex- 
perts that this morning, as I listened to Mr. Holifield, he is asking 
for under certain other circumstances. Why he is opposed to this 
particular one and yet favors expert opinion, and particularly expert 
policy opinion, I do not know. 

Mr. Jones. Do you think we do not get some expert engineering 
data and information ? 

Mr. Kemp. Iam sure you get a plethor a of it. 

Mr. Jones. Would you take a C orps of Engineers project step by 
step and relate the steps it goes through ? 

Mr. Kemp. 1 am an economist and not an engineer. 

Mr. Jones. You are talking about engineering matters and reaching 
certain conclusions. 
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Mr. Kemp. From the standpoint of broad a Yes. 

Mr. Jones. You know that out of the facts the law arises, so give 
us some facts. 

Mr. Kemp. What facts would you like? I will tell you them if I 
can. 

Mr. Jones. All right. It is easy to reach those conclusions, but 
what are the facts upon which you base your conclusions? 

Mr. Kemp. Which conclusion are you talking about? 

Mr. Jones. The conclusion about the board in view of the fact that 
the Congress now does not have sufficient expert advice for the con- 
sideration of projects. 

Mr. Kemp. I did not say this. What I said was I favored the adop- 
tion of the Commission recommendation that there be created a Water 
Resources Board. 

Mr. Jonrs. A board for what purpose? 

Mr. Kemp. For the purpose of, one, collecting and evaluating and 
assessing data, and for making recommendations. 

Mr. Jones. Let us take a project of the Corps of Engineers. The 
House or the Senate committee passes a resolution for a survey to be 
made by it. Take it from there and show me the steps that fail to 
reach the Congress and why it would be necessary to have a separate 
board in order to assay the engineering data or the economic justi- 
fication of it. 

Mr. Kemp. I think for the very reason that we can authorize a par- 
ticular project and, as a matter of fact, have done so—we have au- 
thorized several different organizations within the executive branch 
of the Government to make estimates of the same project. This has 
been done. 

Mr. Jonges. What, now. 

Mr. Kemp. Certainly you would not say that the same project had 
not from time to time been estimated by, let us say, the Corps of Engi- 
neers, on the one hand, and the Bureau of Reclamation, on the other? 
This can be done without any specific legislation from Congress. 

Mr. Jonrs. What is wrong with that? 

Mr. Kemp. There is nothing wrong with it. It is what the board 
does. 

Mr. Jones. What is the board going to do? 

Mr. Kemp. It would presumably receive that before you did. 

Mr. Jones. Oh, in other words, you want to create another agency 
for the information to be mulled over? 

Mr. Kemer. When the power is as widely spread as it is in the execu- 
tive branch, I do not think it is an undesirable thing at all. 

Mr. Jones. Do you think it would protect Congress from itself in 
making mistakes ? 

Mr. Kemp. I am not trying to protect Congress from itself. It is 
quite able to do that. But I do think in this case it can be helped a 
great deal by having an agency here between itself and the executive 
branch, if you like. 

Mr. Jones. If we have one board, would not two boards be a little 
bit better than one? 

Mr. Kemp. I doubt it very much. 

Mr. Jonres. Why? 

Mr. Kemp. The very reason for the board is because you have in 
the past created agencies which are dealing with water-resource proj- 
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ects without any coordinating of them, except the executive branch 
itself; which, of course, means the Presidency, which has plenty of 
things to do. ‘There must be some way of providing, or there should 
be—let us put it that way—there should be some way of providing a 
mechanism which will be an aid both to the Congress and the execu- 
tive branch. 

Mr. Jones. What about a board to aid the board? Do you not 
think that would be a pretty good idea ? 

Mr. Kemp. Much of my life I have been concerned with eliminating 
boards rather than adding them. In a sense, this may be the exception 
that proves the rule. 

Mr. Jones. You will add some more when you get down to the Bu- 
reau of the Budget. 

Mr. Kemp. In other words, I cannot answer your question yes, be- 
cause this way you put me in the position of saying I favor the con- 
tinued formation of more and more boards. On the contrary, I think 
we could probably eliminate every other one. 

Mr. Jones. In your -prepared statement prior to this one, you 
talked about bureaucracy. 

Mr. Kemp. Precisely. 

Mr. Jones. Do you not think it will lend itself to greater 
bureaucracy to have these additional boards and this strengthening 
of the Bureau of the Budget with technical assistance, and to transfer 
= — agency the collection and the review of all the hydrologic 

ata 

Mr. Kemp. No, sir. I do not. I think it will contribute to less 
bureaucracy. 

Mr. Jones. But you are creating more agencies and more personnel 
to handle the same problems. 

Mr. Kemp. }3ut I do not think bureaucracy is measured simply by 
the number of boards. If you want to measure it, it is all right with 
me, but I do not think it is. I think you have this difficulty when- 
ever you talk about a reorganization of this kind. The difficulty was 
the same in the first one. We have great agreement that it is desirable 
to cut down duplication and avoid waste. 

Mr. Jones. What you are trying to do is divide sin from the sinner. 

Mr. Kemp. No. 

Mr. Jones. From one corner of your mouth you talk about bu- 
reaucracy and incompetency and excess spending, and then on the 
other side of your mouth you talk about an increase in the number of 
ceeeee and creating new agencies, and you keep saying it will be all 
right. 

Mi. Kemp. In both cases it was from the front of my mouth, and 
I do not think there is any inconsistency therein. 

Mr. Jones. You go ahead, sir. 

Mr. Kemp. What Representative Holifield apparently objects to 
is that the board could expose undesirable projects such as the upper 
Colorado, which Representative Holifield might desire to embrace for 
political reasons. 

On. page 38, Representative Holifield states: 

The Congress would be “insulated” from the authorization process for water 


resour:ce projects by a double coating of board appraisal. First, the Water 
Resource Board would have to prepare a report on the project. Then the 
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Board of Review in the Budget Bureau would take it under consideration. 
(Ibid. p. 38.) 

Here again he is apparently trying to convey the impression that 
the Commission recommended two boards—a Water Resources Board 
and a Board of Review. This is absolutely untrue. The Commis- 
sion recommended the creation of only a Water Resources Board. 

On page 42 of his dissent Representative Holifield asserts that: 

* * * the argument in the Commission and task force reports is a negative 
and divisive one. 

Once again, note he attempts to make the Commission responsible 
for the task force report. What is meant by divisive? Does he be- 
lieve that the United States is a monolithic structure along Commu- 
nist lines? Is he not divisive himself when he asserts on page 81: 

To deprive the South and the West of the benefits of low-cost power would 
stop factory wheels and turn out the lights in many communities. 

Here he is apparently trying to play the South and West against 
the rest of the Nation, although he criticizes the Commission for doing 
this when it points out that only a small portion of the country profits 
from federally subsidized power. 

Representative Holifield evidences another misunderstanding when 
he tries to make out that the Tennessee Valley Authority and Federal 
reclamation projects have greatly increased the tax income of the 
country. 

Mr. Jones. Do you deny that? 

Mr. Kemp. Certainly. Or at least I would say this: There is in- 
sufficient evidence to support the assertion that it has. The two things 
are slightly different. 

He says: 

Expanded use of electricity and regional economic development through low- 
cost power do not mean that the people of the region are carrying less than their 
share of the Federal tax burden. Rather they mean that the basis of tax gather- 
ing has been shifted from electric utility operation to the expanded private enter- 


prise which results from lower electric rates. This has been shown to be the case 
both in the TVA and Bonneville market areas. (Ibid., p. 43.) 


He then goes on to say: 


The Nation gained $1 billion in income-tax collections from the Tennessee 
Valley States in 1953 alone as a result of the economic gains of that area follow- 
ing establishment of TVA. Over 20 years, the increased proportion of individual 
income-tax collections from the area has amounted to nearly $8 billion—many 
times the total Federal investment in all TVA facilities, which is also: being 
fully repaid. (Ibid., p. 44.) 

Regardless of the accuracy of the statistical figures cited in his dis- 
senting argument, his conclusion is not valid for the simple reason that 
any increase in income-tax collections is not due exclusively to Federal 
public-works improvements. There must be some non-Federal invest- 
ment in industry, agriculture, or commerce; there must be some non- 
Federal investment in service facilities and there must be some output 
of labor by individuals. It is these that increase the tax base, not alone 
a Federal structure. 

He goes on to say: 

It found that since 1916, and through 1953, the Federal income-tax revenues 
arising as a result of these 15 projects were $1,300 million. Yet these 15 projects 
cost only $269 million. The 38-year advantage to the general taxpayers from 
these projects was $1,031 million. 
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Here is a $269-million investment in irrigation that has produced $1,031 
million in subsidies and support to the general taxpayers, according to the Bureau 
figures, after returning its own costs in increased tax revenues. (Ibid., p. 45.) 

The argument specifically charges that an investment of $269 million 
in irrigation projects has produced $1,300 million in tax returns. Ac- 
tually the tax return would be properly creditable to the Federal ex- 
penditure only if no other investment were required by the States, 
counties, municipalities, and individuals involved and if the individ- 
uals concerned would otherwise produce nothing and could not be 
taxed. Again, regardless of the accuracy of the figures, the conclu- 
sion is grievously in error. 

On page 50, Representative Holifield condemns the Commission 
for criticizing the Tennessee Valley Authority for overestimating 
certain costs in 1936. Actually the Commission in its report on page 
20, criticized the Tennessee Valley Authority for underestimating 
costs. In fact, the Commission refers to a report of a Subcommittee 
on Civil Works of the House Committee on Public Works headed by 
the chairman of this subcommittee, Representative Robert E. Jones, 
of Alabama. Would Representative Holifield assert that Representa- 
tive Jones did not know what he was talking about ? 

Representative Holifield is critical of the recommendations of the 
Commission relative to user charges on waterways. He says: 


The navigation recommendations of the Commission, made pursuant to task 
group and task force findings and recommendations, can be used as one jaw of 
pincers to put many waterways out of business regardless of basic soundness. 
(Ibid., pp. 51-52.) 


Once again he is attempting to identify the task force reeommenda- 


tion as that of the Commission, when actually concerning user charges 
on waterways the Commission only recommended that these be im- 
posed on inland waterways and be sufficient only to recover the cost 
of maintenance and operations. The task force went much further. 
He goes on to assert that— 

Many standard railroad arguments find their way into the task-group and 
task-force reports. (Ibid., p. 54.) 

Here he is again attempting to identify the Commission report with 
the staff document. Actually, Representative Holifield endorses the 
recommendation of the President’s Water Resources Policy Commis- 
sion of 1950, which urges the imposition of user charges on inland 
waterways. He attempts to imply that the Commission did not know 
what it was doing, and that it was adopting railroad arguments, but 
he reaches the same conclusion based upon the report of President 
Truman’s Water Resources Policy Commission. 1 suppose that. be- 
cause this body adopted these same arguments they thereby became 
virtuous and Pore and not those of the railroads. 

When it comes to reclamation, Representative Holifield proceeds on 
this level of misunderstanding. On page 57 he asserts: 


At present waterpower pays for a substantial part of the benefits of irrigation. 


This is not so. Payout schedules prepared by the Bureau of Recla- 
mation in the past have shown series of assumed revenues and the appli- 
sation of revenues to indicate a complete payment of projects within 
some period of time extending well into the future. Most of those 
projects have not been in being long enough for any appreciable pay- 
ment to have accumulated. 
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Further, most of these payout schedules have contemplated the use 
of revenues in accordance with a 1944 opinion of the Solicitor of the 
Department of the Interior. The procedure so authorized is said no 
longer to be accepted. However, equally questionable new procedures 
have been proposed. Obviously, unless the electric-energy rates in- 
clude a component for application to irrigation costs, the revenues 
cannot contribute to liquidation of such costs. | 

Another piece of fallacious reasoning contained in Representative 
Holifield’s dissent is the following, on page 62: 

If the criteria proposed by the task force were made universal, we would 
abandon Yosemite and Yellowstone National Parks, the Mellon Art Gallery, and 
every other Federal institution serving the social or cultural needs of the people, 
unless they could show a net profit to the Government from contributions, admis- 
sions, or other user charges. 

Obviously, Mr. Holifield is talking about the task-force report and 
not the Commission report; but yet he attempts to make this criticism 
against the Commission. Certainly and more specifically, the prin- 
ciples presented by the task force, as well as by the Commission, are 
not designed to apply to recreation, but only to water resources. Con- 
sequently, it is ill founded for him to say that these principles would 
lead to the abandonment of the Yosemite and Yellowstone National 
Parks and the Mellon Art Gallery. But these things were not even 
being considered by the task force. 

Through a feat of literary sleight of hand Representative Holi- 
field attempts to imply that the majority of the Commission endorsed 
the proposal of the private power interests relative to rate fixing on 
Federal power projects. He writes on pages 64-65 : 

As I write, the Journal of Commerce (June 14, 1955) reports a program of 
private utility objectives outlined by Mr. Harold Quinton, president of the Edison 
Electric Institute and of Southern California Edison Co. These objectives in- 
clude: (1) Imposition of State and local taxes on Federal power projects; (2) 
ending the 50-year-old right of public and cooperative distribution systems to 
have first call on Federal power supplies; (3) establishing a “reverse yardstick” 
to set Federal charges for power on the basis of private utility charges at adjacent 
steam plants rather than at cost; (4) bringing about the sale of all Federal 
power at the bus bar of the generating plant; and (5) stopping the construction 
of Government-owned transmission lines. 

These objectives are embodied in the Commission recommendation No. 9 on 
rates and taxes and No. 10 on preference and transmission lines. 


The implication of this is that the Commission sought through 
recommendation No. 9 to say that the rates for Federal power should 
be based on those charged by private utilities at adjacent steam plants 
rather than on the Government’s costs. There is no such proposal as 
that contained in recommendation No. 9. This provides specifically : 

That the Congress empow?r and direct the Federal Power Commission to fix 


the rates on Government power sales at such levels as will— 
(a) Eliminate the inequities now imposed upon the great majority of the 


people ; 

(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities; and 

(c) Provide payments in lieu of full taxes to the State and local govern- 
ment equivalent to those the private utilities would pay. (Ibid., vol. 1, p. 111.) 


The criteria for determining the rates to be charged for the sale of 
Federal power are the costs of producing that power incurred by the 
Federal Government and not those incurred by a privately owned 
steam plant as Mr. Holifield implies, 


does 
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In referring to the tax-exempt position of rural electrification co- 
operatives and other public power enterprises Representative Holi- 
field says: 

These public systems were always a part of the American power system, were 
always financed with public credit, and never were called upon to pay Federal 
income taxes. (Ibid., vol. 2, p. 67.) 

The implication is that since public power enterprises and REA 
cooperatives have been tax exempt in the past this is something God- 
given and not subject to change by Congress. 

Representative Holifield does not seem to realize that the wider 
the sphere of Government-owned business So eatl the smaller is 
the segment of private industry that must be taxed to support Govern- 
ment, and the smaller the segment of private industry to pay such 
taxes the higher must be the rates imposed by such tax burdens. 

Representative Holifield holds that the Commission is anxious to 
strangle public power agencies and cooperatives. He states: 

Without an assured supply of power from Federal agencies, without the ability 
to take power from Government transmission lines at load centers, with heavy 
increases in the rate paid for Federal power, the local public power agencies 
and rural power cooperatives would be strangled to death. The Commission 
recommendations, if effected, would bring about this result. (Ibid., pp. 69-70.) 

The dissent introduces a gross error when it says that rural power 
cooperatives would be strangled to death without an assured supply 
of power from Federal agencies. In 1953 they received only 30.6 
percent of their energy from Federal sources. The record shows 
that as to the remaining 69.4 percent, REA’s purchased 74.4 percent 
from investor-financed utilities, and that only 25.3 percent was ob- 
tained from cooperative and other public sources. Further, the aver- 
age cost from the investor-financed source was 8.4 mills per kilowatt- 
hour and it was 11.0 mills for that derived from the public sources. 

These are only a few of the misleading statements contained in Mr. 
Holifield’s dissent. Time precludes a complete catalog. But I be- 
lieve that this is sufficient to show that his dissent is without founda- 
tion and does not deserve serious consideration. 

Mr. Jones. Do you agree with the recommendations made by the 
task force ? 

Mr. Kemp. In toto I doubt it, but if I can make an estimate of per- 
centage I would say about 90 percent. 

Mr. Jones. Do you find yourself in agreement with the recom- 
mendations of the Hoover Commission itself ? 

Mr. Kemp. Are you asking me as an individual and not as a repre- 
sentative of the Citizens for the Hoover Commission Report? 

Mr. Jones. You can answer either way. 

Mr. Kemp. Either way. If you are referring to each and every 
recommendation in each and every report, no. If you are referring 
to the ones contained in the power resources report, l'sbres with them 
completely. 

r. Jones. You are an instructor where? 

Mr. Kemp. I hope I am a professor. 

Mr. Jones. Excuse me for making that mistake. 

Mr. Kemp. At Claremont Men’s College. 

Mr. Jongs. Do you do any writing for pay? 

Mr. Kemp. Well, I have had an honorarium once in a while that 
does not pay me as much as the time spent, I think; but that is it. 
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Mr. Jones. Have you received any honorariums or payments for 
the preparation of material for the citizens committee? 

Mr. Kemp. I have not. 

Mr. Jones. Have you received any honorariums, or pay, for the 
preparation of material, speeches, or written articles for any of the 
private utilities? 

Mr. Kemp. I have not. 

Mr. Jones. Have you received pay or honorariums for the prepa- 
ration of material for any organization, the principal source of 
whose income comes from private utilities? 

Mr, Kemp. I have not. 

Mr. Jones. From whom were the honorariums received, or for 
whom were the articles prepared ? 

Mr. Kemp. In one case for the Harvard Business Review. In an- 
other case for the Freeman. 

Mr. Jones. What is the Freeman? 

Mr. Kemp. A monthly publication available on the news stands 
published by the Foundation for Economic Education, Irvington-on- 
the-Hudson, New York, edited by Frank Chodoroff, I believe, at the 
moment. 

Mr. Jones. Any other? 

Mr. Kemp. Yes. I have contributed one small article to Faith and 
Freedom and one to the Southern Economic Journal, and several from 
time to time to the American Economic Review. I am not sure that 
exhausts it, but it is pretty close to it. If you are asking me if I have 
received any payment by anyone connected with the private power 
industry in any way whatsoever, the answer is “No.” 

Mr. Jones, That is what I want to know. 

Have you done any work for the Foundation for Economic Educa- 
tion ? 

Mr. Kempe. Any work for the foundation ? 

Mr. Jones. Yes. 

Mr. Kemp. Other than the fact that I have contributed articles to 
the Freeman—and I am not sure at all when it was a part of the foun- 
dation—no, I have not received any money from the economic founda- 
tion for any personal work. 

Mr. Jones. Have you ever made a literary contribution to that 
foundation ? 

Mr. Kemp. As I say, only unless one of the articles I have written 
for the Freeman was when it was owned by the foundation. And 
if it was not—and I suspect it was not—then not even that. I have 
never written for the foundation directly in any way. 

Mr. Jones. Did your information on which you testified about TVA 
come from a book entitled “The TVA Idea” by Dean Russell, which 
was published by the Foundation for Economie Education in 1949? 

Mr. Kemp. It is quite possible. I have read the book. I have also 
read Mr. Raymond Moley’s contributions on the subject, and many 
others. But I have also read the hearings on TVA for a long number 
of years too. , 

Mr. Jones. Have you ever read an annual report of the TVA? 

Mr. Kemp. I have. Many times. 

Mr. Jones. I have just one more question. May I see that state- 
ment ? 
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In your opening statement you say: 


The people of southern California will be very interested to know that Repre- 
sentative Chet Holifield * * * 

I take it that is not an implication that Congressman Holifield would 
do anything detrimental to the interests of his people and his district? 

Mr. Kemp. I would say it is not an estimate or it is not an assertion 
that Representative Holifield would do anything intentionally detri- 
mental to the people in his district. 

Mr. Lirscoms. I wanted to refer to that also, in your opening state- 
ment. Iam not prepared to analyze how you reported it here. Iam 
not prepared to say how Mr. Holifield would vote or is voting on the 
upper Colorado River, but I have been pretty much of the opinion that 
southern Californians at least are pretty unified in their position as 
far as our Colorado River water is concerned, and I assume that Con- 
gressman Holifield would be as interested in protecting southern 
California’s rights as anyone else. 

Mr. Kemp. I certainly hope so. 

Mr. Lirscoms. So I would not for myself like to let the record indi- 
sate that sitting on a committee I allowed the impression to go out that 
he would not protect the rights of his people in southern California. I 
understand your point of view. We have all of us worked pretty 
hard on that problem. 

Mr. Kemp. I sincerely hope as a resident that he does so. 

Mr. Lirscomn. It is too touchy a subject for southern California. 

Mr. Jones. Thank you very much, Professor Kemp. 

Mr. Kemp. Thank you, sir. 

Mr. Jones. Mr. Evan Hewes. 


STATEMENT OF EVAN T. HEWES, REPRESENTING THE IRRIGATION 
DISTRICTS ASSOCIATION OF CALIFORNIA 


Mr. Hewes. Mr. Chairman and Congressman Lipscomb; I must 
apologize for only having one copy of the exhibits attached to my 
brief. 

Mr. Jones. You represent the Irrigation Districts Association of 
California? 

Mr. Hewes. Yes, sir. The Irrigation District Association of Cali- 
fornia consists of some 150-odd irrigation and water users organiza- 
tions comprising about 5 million acres of irrigated lands and with 
$1 billion of such valuation. Mr. Chairman, these districts have been 
developed with private capital and under the water laws of California. 
I make that as an opening statement because of comments which have 
been made here. 

In submitting these views the Irrigation Districts Association has 
endeavored to take into consideration the recommendations made by 
the commission, in the light of the statement filed by the Irrigation 
Districts Association with the task force on May 4, 1954, with the ex- 
hibits attached setting forth the association’s position on various rec- 
ommendations in the commission’s report. 

Recommendation No. 1, that the Congress adopt a national water 
policy on the following nine points: 

(a) That water resources should be developed to assure their optimum use 


and their maximum contribution to the national economic growth, strength, 
and general welfare. 
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We agree to the language as interpreted, taking into consideration 
exhibit E-1, which reads: 


Water belongs to the people of the State. It is a basic principle that the 
waters within the State of California belong to the people of California and its 
water agencies and users; and not to the Federal Government. 

(b) That water resources development should be generally undertaken by 
drainage areas—locally and regionally. 


We agree, subject to the following comments: Exhibit E-2, filed 
with the task force, reads as follows: 

Government by local control traditional. Government by local control is 
likewise a traditionally accepted basic principle and there should be no departure 
from it. Local areas and districts should operate their own water systems under 
California law. 


We believe that where a State has a plan such as the California 
water plan, which embraces several drainage areas, the transfer of 
water from one or more drainage areas to other areas, as well as devel- 
opments to supply water within the drainage area, should be practiced. 


(c) That the Federal Government should assume responsibility when parti- 
cipation or initiative is necessary to further or safeguard the national interest 
or to accomplish broad national objectives, where projects, because of size 
or complexity or potential multiple purposes or benefits, are beyond the means 
or the needs of local or private enterprise. Under other circumstances the 
responsibility for development should be discharged by State or local govern- 
ments, or by local organizations, or by private enterprise. 


We agree in principle, provided the “national interest” and “broad 
national objectives” are realistic and are not used as an excuse to inter- 
fere with the State and local or private enterprise, as set forth in 
exhibit M: 

Forced integration of United States projects with existing irrigation areas 
opposed. Opposes moves and plans of Federal agencies to integrate improved 
self-sufficient irrigation areas into the C. V. P. except when approved by the 
free and voluntary consent of the people in the affected areas. 

The C. V. P. is the Central Valley project. While this resolution 
specifically opposes the efforts of the Federal agencies to integrate 
privately developed, or State agency developed projects into the Fed- 
eral projects, why, we would be opposed to that in any other instance. 

(d@) That in participating in water resources and power development, the 
Federal Government without waiving its constitutional rights should take ac- 
count of the rights and laws of the separate States concerning appropriation, use, 
control, and development of waters within their boundaries. 

We believe that this recommendation does not give the protection 
that our association feels we should have, as set forth in exhibit E-3: 

Protection asked for water rights and sources. Existing and vested water 
rights and sources of supply must be protected from any and all encroachments. 
Federal and other adverse claims upon those water rights and sources of supply, 
through commingling, storage, and other controls, handling and usage must not 
be permitted to impair those water rights and sources of supply. 

(e) That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resource and power develop- 
ment projects. 

We agree in principle, but only if the advisory assistance is re- 
quested by the State. We believe that this assistance should be made 
available only where Federal assistance to State and local projects is 
appropriate, where there is a national interest. 
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(f) That before Congress authorized or appropriates funds for Federal par- 
ticipation in any water resource project, it should have substantial evidence that 
the project is economically justified and financially feasible, and that such 
project is essential to national interest. 

We agree, as set forth in exhibits E-12, K-2, 3, and 6: 


United States should construct only economically feasible projects and then 
move on. Investigation, designing and construction of reclamation and flood- 
control projects by Federal agencies * * * should be approved but only when 
they come within the following qualifications: 

(a) The project should be economically feasible and capable of repaying the 
properly reimbursable costs. 

(0) Federal agencies should confine their efforts to construction of projects, 
with the operation and maintenance of such projects to be turned over to com- 
petent local agencies, responsible under State laws. 

The next paragraph under recommendation No. 1 of the report is 
paragraph (g) which reads as follows: 

(g) That one Federal agency should be made responsible for collecting and 
reviewing the adequacy of hydrologic data. 

We do not agree. We believe that all operating agencies must col- 
lect hydrological data, and no one agency could be capable of collect- 
ing, let alone analyzing, the immense amount of hydrologic data of all 
kinds needed, unless a new agency larger than w arranted is created. 
However, we "do agree that there should be in the executive branch of 
the Federal Government a “Water Resources Board,” responsive to 
the President and to the Congress, with appropriate powers to super- 
vise and correlate the collection of hydrological data, review proposed 
water resource developments for use in evaluating all projects proposed 
by Federal construction agencies. We think this concept is in line 
with our basic concept of exhibit E-2 2, that Government by local con- 
trol is an accepted basic principle, and there should be no departure 
trom it. 

(h) That all Federal agencies administering revenue-producing water resource 
and power projects should pay all cash revenues to the Treasury as miscellaneous 
receipts, and receive an annual appropriation for cash operating expenditures. 

We do not believe that the Reclamation Fund should be abolished, 
into which are paid revenues from various sources such as the sale, 
lease, and occupancy of public lands, revenues from national forests 
and parks, oil lease revenues, as well as all revenues from Federal 
reclamation projects, as the moneys in said fund are dedicated to the 
furtherance of the reclamation program. We are opposed to the re- 
turn to the fund of the interest component of the power rates, or any 
other form of hidden subsidy. We believe this recommendation is 
covered in our exhibits E-12 and K-2, 3, and 6, set forth in (f) above. 

(i) That regulation of rates for sale of electrical energy by all Federal agen- 
cies be vested in the Federal Power Commission. 

We believe that a criterion should be set up where rates for sale of 
electrical energy by all Federal agencies should be based on the market 

value of power and to make it impossible to sell power at less than the 
market value, as set forth in exhibit S, which is attached. 

If I may state it, exhibit S, Mr. Chairman, criticizes the sale by 
the Bureau of Recl: amation to some irrigation districts in the Central 
Valley of California, and also the Sacramento PUD, at prices less 
than the market value of the power was at that time. Being irriga- 
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tionists we believe that that power should have been sold for the 
market value and the returns used to further or reduce irrigation 
costs. 

Recommendation No. 2: 

That, without going into details, we recommend the creation of a Water 
Resources Board upon the above basis. 

We agree in principle. However, the statement preceding the 
recommendation, and the recommendation itself, are not broad enough. 
As stated, California is on record in favor of a Water Resources 
Board in the executive branch which shall be responsive to both the 
President and the Congress. Such Board should, however, be granted 
appropriate powers to supervise and correlate the collection of hydro- 
logical! data; review all proposed Federal developments; adopt uni- 
form financial and other criteria to be used in evaluating such develop- 
ments; make broad policy determinations and recommendations re- 
garding all water resource development; and, to make recommenda- 
tions as to whether specific, proposed projects are economically feasible 
and in conformity with national objectives and are in the public in- 
terest. More specific duties would then devolve on the Bureau of the 
Budget to evaluate and make recommendations as to whether ap- 
propriations by the Congress for the construction of specific, pro- 
posed projects, approved by the Board, should be made in any 
fiscal year in view of the proposed annual budget and the President’s 
program. We believe this is covered in exhibits E-12 and K-2, 3, 
and 6, set forth in (f) above. 

Recommendation No. 3: 

That the staff conducting certain of the functions of the Bureau of the Budget 
be strengthened by such professional staff as will enable it to fully perform the 
function of evaluation of the merits of water development projects presented 
to it for appropriations. 

We agree, subject to our comment submitted with respect to the 
foregoing recommendation No. 2, in exhibits E-12 and K-2, 3, and 6, 
set forth in (f). 

Recommendation No. 4: 

That the Congress amend acreage limitations so as to meet local conditions 
in the above manner. 

We agree, but not for the reasons given for the Commission’s recom- 
mendation, but as set forth in exhibit E-10, filed with the task force, 
which reads as follows: 

Arbitary acreage limitations on private lands opposed: Artificial and arbitrary 
limitations in acreage, as applied to lands in private ownership, is unworkable, 
unsound, and contrary to free enterprise, and must not be permitted. 

We go further than the Commission. Without going into detail, 
in other words, we agree with the Commission’s recommendation as far 
as it goes, but it does not go far enough. 

Recommendation No. 5: 

That the revolving funds be abolished and all moneys payable into these funds 
be covered into the general fund by the Federal Treasury and all project funds 
be appropriated by the Congress. 

We disagree for the reasons set forth in our statement on recom- 
mendation 1 (h). 

Recommendation No. 6: 
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That the construction of headwater dams in the flood-control program of the 
Soil Conservation Service be transferred to the Corps of Engineers. 

We disagree, and think it is in conflict with our exhibit E-2, set 
forth under recommendation 1 (b). The essence of that being that it 
is taking the local operations and control away. 

Recommendation No.7: 

That all projects declared obsolete or unsound by the Chief of Engineers 
should be removed from congressional authorizations. 

We agree with the objectives, but in accordance with our exhibits 
K-12 and K-2, 3, and 6, we think it should not be limited to projects of 
the Corps of Engineers, but should include all unsound, obsolete Fed- 
eral projects, and Congress should exercise its power to deauthorize 
the said projects. 

Recommendation No. 8: 

That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 

Our association has not taken a position on the principle of this 
recommendation. 

Recommendation No. 9: 

That the Congress empower and direct the Federal Power Commission to fix 


the rates on Government power sales at such levels as will— 
(a) Eliminate the inequities now imposed upon the great majority of the 


people ; 

(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities ; and 

(c) Provide payments in lieu of full taxes to the State and local government 
equivalent to those the private utilities would pay. 

We believe this recommendation is covered by Exhibit S, which is 
attached, which uses the market value as the value to be put on public 
land. 

Recommendation No. 10: 

That the Government or its agencies cease the building of steam plants and pro- 
vide for the equation of their power loads by interconnection with the grids of 
neighboring power systems. 

We believe that the principle involved is compatible with our 
Exhibits E-11 and K-6 which read: 

Federal operation of local projects opposed.—The operation or supervision of 
local projects by Federal bureaus and/or their officials, through rules, regula- 
tions or otherwise, is impractical, unsound, illegal, and menacing to the prin- 
ciples of democratic government, and must not be permitted. 


Recommendation No. 11 reads: 


(a) That the private utilities be permitted to purchase a fair share of Federal 
power. 

We believe this is in line with our concept of selling power at market 
value, and that it is covered by Exhibit S, which is attached. 

(v0) That no further building of transmission lines be undertaken where such 
transmission service can be provided by non-Federal agencies. 

We agree, for the same reasons as given under recommendation 11 
(a). We believe that the essence is to sell power for not less than its 
market value, and the use of any excess income from any such power 
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to assist in the construction of the increasingly more costly units of 
our water development. 

Mr. Chairman, on the other four recommendations our association 
has no position, but speaking as an individual and president of the 
board of directors of the Imperial Irrigation District, which is a politi- 
cal subdivison of the State of Calfornia, we are in the business of 
generating and transmitting and delivering power to a desert area of 
about 8,500 square acres. I feel very positive that the present wheel- 
ing arrangements we have with the Federal Government and their 
facilities and private utilities around us makes a maximum use with 
the minimum investment of the facilities, so far as transmitting power 
is concerned, which in the end results in the greatest market value, 
you might say, for the power. 

Thank you very kindly for your courtesy in letting me appear at 
this late hour. 

Mr. Jones. It is good to have you, sir, and we appreciate your tes- 
timony very much, Mr. Hewes. 

Mr. Lirscomp. Is your organization not in convention down in San 
Diego? 

Mr. Hewes. Yes. And that is the reason, Mr. Congressman, for my 
very brief report here, because I cannot stay long enough and I have 
to go back. 

Mr. Lirscoms. I think it is very nice of you to take the time out 
and come up and testify before the committee. 

Mr. Jones. Yes, indeed. You take your organization our regards 
and tell them how fortunate we were to have you come up and rep- 
resent them. 

Mr. Hewes. Thank you very much, Congressmen. 

Mr. Jones. Your exhibits will be filed with the subcommittee. 

Mr. V. L. Cameron, geologist-hydrologist. It is good to see you, 
Mr. Cameron. You have been a very patient man. 


STATEMENT OF V. L. CAMERON, GEOLOGIST-HYDROLOGIST, 
ELSINORE, CALIF. 


Mr. Cameron. I have lots of reason to be patient. 

Mr. Jones. Will you have a seat and make yourself at home? 

Mr. Cameron. I feel that I am representing the little people of 
southern California—not the power interests or the people who have 
the huge ranches and depend on Colorado water, but the little people, 
who have to dig wells for their water and have to depend on what na- 
ture has already given them with their land. 

For 32 years I have been striving to become the best water locator in 
the world and I feel that I have, and I believe I am safe in saying I 
have locaged more wells than anyone in the world. I estimated it at 
5,000, but I have no way of checking accurately. 

These wells in the last 25 years have been dug with a definite pur- 
pose of proving the theory that this underground water principally 
comes as condensed steam from 8 miles below the surface, ee 
at an initial pressure of about 7,000 pounds per square inch. is 
steam is canelad by the oceans and by water pouring down the faults 
to where the earth is known to be above 400 degrees in temperature, 
at 17,000 feet. This would create heated steam and refine the water 
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and leave the salt at the point of evaporation, forming the salt domes 
found in oil wells. The pure steam would migrate through the faults 
to where it could get out from the overbearing water and come back 
part way up with pressure of its own. The initial pressure puts the 
steam up to the surface or near it after it has condensed in a given 
area as cold or hot water, mineralized, or pure. 

I have proven this theory and in the last 12 years I have been in- 
tensively locating wells which were dug to depths 900 feet in depth. 
Ihave found some amazing things in that time. 

Some of these wells, one in particular, was drilled to 470 feet in 
hard granite 8 inches in diameter and was dry. I was terribly dis- 
couraged, but we changed to a diamond drill and went on down the 
rest of the way to 840 feet and the well was tapped and found to pro- 
duce 500 gallons per minute at 350 pounds per square inch at the 
bottom, which brings it almost to the surface. That water is inex- 
haustible and has made no change in the years it has been pumped. 
It is supplying a little community near San Diego. Four wells in that 
same 1,800 acres have been supplying the water for a large new com- 
munity for several years. The first one was drilled 12 years ago and 
still pumps exactly the same as it did to start with. The second one 
furnished water to the water company out of an 8-inch hole in hard 

ranite for several years, until it was needed by the subdivision. 
“hese wells belong to the Ed Fletcher Co. 

I want to confine my talk so that the others may get a chance to 

say something. Therefore I made a few notes here. 

any of you have seen me on television on various programs, 
and I have compiled newspaper articles about my work. Here is 
one which says, “Water Witcher Locates 5,000 Wells.” This article 
is in the Escondido, Calif., Daily Times Advocate, and was printed 
by people who had known me for the 32 years I have been developing 
water by thismethod. Thisis dated October 8, 1955. 

Mr. Jones. They did not do you a disservice when they called you 
a witcher, did they? You are a dowser, are you not? 

Mr. Cameron. I do not like the term. I had nothing to do with 
it, ut a lot of people will not know what you are talking about when 
you call mea dowser. It isan English term. I call myself a locator. 
I do it with instruments I have developed over 32 years and am used 
almost exclusively by the people settling up the desert projects they 
are taking from the Government. I go out and give appraisals on 
the underground water conditions which I obtain with these instru- 
ments and I make my reports to the water commissions, and they pass 
on the report and accept the application for entry. I have been doing 
that for years, with good satisfaction and no rejections. 

Most of the water that is used for irrigation and city use from wells 
is voleanic steam, or what has been known in the last few years as 
primary water. It is not exactly the pooper term for it either, because 
the term primary water indicates that the water is coming from the 
cooling of the earth or the deeep hot structures in the earth, but this 
water isnot. Itis really refined ocean water, a lot of it. 

Mr. Jones. Do you have to study the aquifer? 

Mr. Cameron. Sir? 

Mr. Jones. The aquifer? 

Mr. Cameron. Yes. I find the aquifer by the water that is in it 
and find the water by the reflected energy that comes back from it. 
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This energy is in the form of light. If you look in the dictionary 
under polarized light it says when a ray of light strikes a reflectin 
surface such as water or glass it becomes polarized. So I cannot fin 
these rays until they strike the underground waters and return. The 
fact is that this is not supplied as rain or snow principally, but is 
ocean water which seeps underground through faults in the bed of 
the ocean, running down these faults to a point where the ground 
temperature exceeds several hundred degrees, at which point, as I 
said, it is turned to steam and then rapidly rises along the faults 
under great pressure. It is a continuous process. 

Mr. Jones. Mr. Cameron, since our time is running short I hate to 
cut in on you, but let me make this suggestion. You could submit a 
statement in writing to the staff of the committee which they can use 
for reference. You can do that at your leisure as long as you get it in 
by January 15 to us in Washington. 

Mr. Cameron. Very well, sir. I appreciate the fact that your time 
is short and I appreciate the privilege of your letting me get this far 
with my statement. 

Mr. Jones. Fine. It was a pleasure to have you, Mr. Cameron. 

(The newspaper article referred to by Mr. Cameron follows:) 


“Water WircHerR” Locates 5,000 Wertits—AURAMETER Arps V. L. CAMERON IN 
FINDING SUPPLY OF UNDERGROUND WATER 


(By Ron Kenney, Times-Advocate Staff Writer) 


For years, skeptics and so-called “experts” have scoffed at the idea that 
underground water can actually be located with a forked willow stick or brass 
or steel instruments that bend toward the earth where water is supposedly 
running beneath the ground. But V. L. Cameron, who homesteaded near the 
San Pasqual Valley more than three decades ago and now resides in Elsinore, 
has been doing just that, successfully, for 25 years, And he is ready to prove it. 

Cameron, with the use of two instruments he calls an “aurameter” and a 
water scale, estimates he has located more than 5,000 water wells in his 25 
years of “dowsing.” Approximately 500 of those wells have been located in 
the Escondido area, Cameron said. 

Just as amazing is the fact that most of Cameron’s wells are still pumping 
water. 

Tt all started in 1925 when Cameron was seeking to develop water on his 
320-acre ranch about 8 miles southeast of Escondido. 

“T was trying to discover a better way to locate water than by just guessing 
and sinking a well,” Cameron exclaimed. “A neighbor suggested I ‘witch’ for 
water, but I didnt believe in water ‘witching’ then. 

“But, I decided to try the willow switch. It didn’t work at first. I must have 
walked hundreds of miles over my ranch before I finally developed a feel for 
the water.” 

Cameron said he succeeded in locating water on his land with a forked stick, 
although the well was not too productive. 

After years of experiment, Cameron said he developed a set of instruments— 
the aurameter and water scale—which were more effective than the crude 
forked stick. 

“Tf a person actually believes he can make the forked willow stick, it will,” 
Cameron emphasized. 

Among the first wells in this area that Cameron located was one on top of a 
hill on the old Bernardo Rancho, overlooking Lake Hodges. 

“We got water at 7 feet.” Cameron recalled with a smile. “That was in 1929.” 

In 1952, Cameron said he was employed by the Ed Fletcher Realty Co., of 
El Cajon, to locate water on property that was to be subdivided. That venture 
was so successful that Cameron located 4 wells, the fourth of which is 840 feet 
deep and still pumping about 500 gallons of water a minute. Soon after that the 
value of the property jumped to more than $2,000 an acre, Cameron said. 
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During the period from 1948 to 1950, Cameron said he “dowsed” 6 wells above 
the 6,000-foot level on Mount San Jacinto for the Idlewyld, Fern Valley, and 
Mountain Center Water Cos. He currently has been asked to locate three more 
for the same companies. 

One of the wells brought in artesian water, overflowed, and formed a creek. 

In location of one of the wells for the Fern Valley Co., Cameron said he told 
the company that drillers would go to at least 245 feet, the water would stand 
about 30 feet from the top when it came in, that it would pump between 50 and 
100 gallons of water a minute and that a stream just above the well site would 
dry up. 

The drillers did dig to 245 feet, the water stood at 28 feet from the top, the 
well pumped 50 gallons of water a minute, and the stream dried up. Fantastic? 
Cameron has a newspaper clipping to prove it. 

What Cameron describes as his “most spectacular” well was located on desert 
land near Borrego in 1947. Cameron was among several water locaters called 
in by land developers in the Borrego area. He said that 1 well had been sunk 
to 700 feet, apparently by the “guess” method, and no water was found. 

Cameron went to work with his instruments, located a spot only 150 feet from 
the dry well and said, “Dig.” Water was struck at the same level as the dry 
well and came in at 2,700 gallons a minute. 

In 1953, Cameron said he was sought by Mrs. Martha Dougherty, of Norwalk, 
Calif., to locate water after drillers had sunk a 1,200-foot dry well on her prop- 
erty. Four hundred feet from the dry hole, Cameron found water. The well was 
dug to 180 feet and pumped 1,800 gallons a minute. 

Cameron has also located water for the United States Government, he said. 

“T estimate I'm about 90 percent successful in locating water and I believe the 
supply of ‘primary’ water beneath the earth’s surface is unlimited,” Cameron 
concluded. 

Can water be found with a forked stick or a steel rod? Cameron says so and 
he has proved it. 

Mr. Jones. Since time is of the essence, I am going to identify these 
telegrams and letters for the record. 

First we have a telegram from Mr. Tom Damman, Roger D. 
Lapham, Lawrence E. Sparker, R. G. Lucks, L. M. Kaiser, Grover D. 
Turnbow, Elystus L. Hayes, F. B. Whitman, Alden G. Roach, George 
Wacker _ Henry E. North, J.B. DuPrau, James D. Forward, W endell 
Robie, Hubbard Russell, Owen Hotle, Walter Wanger, E. C. Kimball, 
J. M. Daw, Mrs. Henry Potter Russell, Warren H. McBryde, J. D. 
Zellerback, Vivien Berry, Allard A. Calkins, Arthur W. Towne, 
E. W. Carter, Mrs. Herbert Schick, Robert A. Hornby, A. J. Gock, 
James L. Murphy, F. B. Magruder, K. B. Morrish, H. D. Collier, 
Phillip Bancroft, S. F. E. Morse, Maxwell C. King, R. B. Coons, 
and -}ames R. Moore. 

We have letters from P. G. Winnett, Robert R. Bowen, Harold W. 
Wright, H.S. Murray, and Robert A. Paulsen. 

(The telegrams and letters referred to are as follows :) 


From: Fallbrook, Calif. 
(Attention Les Hadley) : 


The San Diego County Association of Soil Conservation Districts comprising 
the 13 soil conservation district of San Diego County actively supports in this 
County several small watershed projects initiated by soil conservation districts. 
Please convey to the Jones Committee our strong opposition to the Hoover Com- 
mission recommendation that the construction of headwater dams in the flood 
control program of Soil Conservation Service be transferred to the Corps of 
Engineers. Thanks and regards. 

Tom DAMMAN, 
President. 
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San Francisco, Cauir., December 8, 1955. 
Hon. Ropert E. JoNEs, 


Chairman, Subcommittee on Water Resources and Power, 
House Government Operation Committee: 


I am a member of the California Committee for the Hoover report and stand 
squarely behind the Hoover Commission recommendations on water resources 
and power. This is not only my personal opinion but as former mayor of San 
Francisco I believe it represents the majority opinion of the people of this area. 


Roger D. LAPHAM. 


STaYTon, OrEG., December 4, 1955. 
Representative Rosert EB. Jones, 


Multnomah Hotel, Portland, Oreg.: 


Believe earnest objective approach to Hoover report recommendations will be 
in interest of free enterprise and improved democratic government through lower 
taxes and sound financial status. 

LAWRENCE FE, SPARKER, 
Publisher, The Stayton Mail. 


Sawn Francisco, Cartr., December 7, 1955. 
Hon. Roserr B. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operation Committee: 


As a resident of California and member of California Citizens Committee for 
the Hoover Report am in full accord with water resources and power recom- 
mendations of that Commission. Regret inability personally attend hearings 
this vital subject and urge careful consideration by your subcommittee of 
Hoover Commission’s recommendations. 


R. G. Lucks. 


San Francisco, Carir., December 7, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operation Committee: 


Regret unable to appear before your subcommittee but wish to advise that in 
my opinion Hoover Committee recommendations on water and power resources 
strongly reflect the thinking in and around our part of California with regards 
respectfully. 

Katser & Co., 
L. M. KaAIseEr. 


SAN Francisco, Cauir., December 7, 1955. 
Hon. Rosert E. JoNEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operation Committee: 


May I urge you to accept the recommendations of the Hoover Commission 
on water resources and power. As a member of the Commitee it is by belief that 
in making this request I represent the sentiment of this area and would appre- 
ciate your careful consideration. 

Grover D. TuRNBOW, 
President, Foremost Dairies, Inc. 


San Francisco, Catir., December 6, 1955. 
Hon. Rosert EB. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee: 


Regret inability attend hearing on water and power. As a member of Cali- 
fornia Committee for Hoover Report I have discussed water and power problems 
with many people in San Francisco and the Santa Clara Valley and find their 
opinions strongly favor the recommendations of the Hoover Commission. I 
strongly urge you give favorable consideration to the recommendations. 


E.ystus L. HAYEs. 
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San Francisco, Catrr., December 6, 1955. 
Hon. Rosert BE. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee: 


Regret cannot appear before your subcommittee to tell you how strongly I 
feel as a member of the California Citizens Committee for the Hoover Report 
that the Commission recommendations concerning water resources and power 
should be adopted by Congress. I can report to you that in talking to a number 
of influential business men in this area that they too have indicated that they 
are likewise in accord with my thinking. Sincerely hope that after hearing 
all of the representations of the various groups that your committee will go 
ahead and recommend to the full coramittee an act of legislation embodying 
the recommendations. 

F. B. WHITMAN, 
Western Pacific Railroad Co. 


Los ANGELES, CaALir., December 6, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee: 


As a member of the California Committee for the Hoover Report I regret that 
I am unable to attend the California hearing on water resources and power 
recommendations of the Hoover Commission. I am strongly in favor of the 
Commission recommendations which represent the thinking of the San Francisco 
and Los Angeles areas. 

Atpen G. Roacug, 
Columbia Geneva Steel Division, 
United States Steel. 


Yreka, Catrr., December 7, 1955. 
Hon. Rosert FE. Jones, 


Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee: 


Regret I am unable to attend your hearing. Happy to see intelligent steps 
taken toward one of our biggest interstate problems. As a member of the Citi- 
zens committee for the Hoover Report I wish to report that my area is highly 
favorable to the recommendations of the Commission. 

Sincerely, 


GrorGe WacKER. 


San Francisco, Catir., December 6, 1955. 
Hon. Rosert BD. JoNEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee: 


Sorry I cannot attend the meeting of your subcommittee in regard to water 
resources and power recommendations of the Hoover Commission. I know that 
you will look into this problem very seriously and I trust that the recommenda- 
tions made by the Hoover Commission are carried out in their entirety. 


HeNry BH. Norra. 


Los ANGELES, CaLir., December 6, 1955. 
Hon. Rosert BE. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


I am strongly behind the water resources and power recommendations of the 
Hoover Commission and hope that everything possible will be done to implement 
them. I regret that I cannot attend the hearing since the Commission’s recom- 
mendations represent the thinking of the San Francisco Bay area. 


J. B. Du Prav, 
Columbia Geneva Steel Division, 
United States Steel. 
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San Diego, Carir., December 6, 1955. 
Hon. Rosert EB. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


Regret exceedingly that I am unable to attend the meeting of your committee 
with that of the California Citizens Committee for the Hoover Report. As a 
meniber of the California committee, I urge that approval of the Hoover Com- 
mission’s recommendations on water resources and power. It is my considered 
opinion that the San Diego community is also very strong in its approval. With 
assurances of highest regard, I am, 

Yours truly, 
JAMES D. ForwArp, 
Chairman, Union Title Insurance &¢ Trust Co. 


AUBURN, CALir., December 6, 1955. 
Hon. Rosert E. Jones, 
Chairman, Water Resources and Power Committee, 
Federal Building, Los Angeles, Calif.: 

We recommend to your committee support for the Hoover Commission recom- 
mendations on water resources and power to provide a strong economic base for 
a sound, progressive policy of water and power development therein recom- 
mended, and which program for national growth, welfare, and strength. 

WENDELL Rosi, 
Auburn Lumber Co. 


Makricopa, Cair., December 6, 1955. 
Hon. Rosert E. JoNngEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


I regret cannot attend hearing to be held by your committee on water resources 
and power recommendations of Hoover Commission. As a member of the Cali- 
fornia Committee for the Hoover Report I hereby advise that I unqualifiedly 
support Hoover Commission recommendations and can assure you that such is 
the sentiment in my area. 

Respectfully, 
HUBBARD RUSSELL. 


Santa Rosa, Cauir., December 6, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


We regret our local committee cannot be represented at your hearing. Our 
committee and the people in Sonoma County are wholeheartedly behind the 
Hoover Commission recommendation on water resources and power and urge 
their adoption. 

OWEN HOTLE, 
Chairman, 


Sonoma County Committee for the Hoover Report. 
HoLtywoop, Cauir., December 6, 1955. 
Hon. Rosert E. JoNngEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 
Regret being unable to attend your meeting. MHeartily support California 

Citizens Committee for the Hoover Report. 

WALTER WANGER. 
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VENTURA, CaLir., December 6, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


As a member of the California Committee for the Hoover Report I regret 
inability to attend hearing. Am confident that a large majority of the informed 
people of this area favor Hoover Committee recommendations on water resources 
and power. I therefore urge that your committee and Congress make these 
recommendations effective as law and administrative policy. 

BH. C. KIMBALL. 





Santa Rosa, Cauir., December 6, 1955. 
Hon. Rosert EB. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
State Building, Los Angeles, Calif.: 

The undersigned hereby recommend the adoption of the water resources and 
power recommendations of the Hoover Commission. We believe the people in 
this area are overwhelmingly in favor of the report and recommendations. 


J. M. Daw, 
Chairman, Subcommittee on Water Resources and Power, Sonoma 
County Citizens Committee for Hoover Report. 


SAN Francisco, Carir., December 7, 1955. 
Hon. Rosert EB. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


As a member of the California Citizens Committee for the Hoover Report, I 
regret inability to attend Commission meetings in Los Angeles December 7 and 8. 
Wish to state that the Commission’s representations coincide with my thinking 
and the thinking of reports from many people in my area. I am behind the 
Hoover Commission recommendations. 

Mrs. Henry Porter RUSSELL. 


San FRANcIscoO, Cauir., December 7, 1955. 
Hon. Rosert B. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 


With many others in northern California I have been working for over 50 
years for just such congressional action as the Hoover Commission report recom- 
mends. We all urge your favorable consideration and early action to have all 
these recommendations enacted into law for our national economy, efficiency, 
and freedom. Deeply regret inability to attend Los Angeles hearings. 

CALIFORNIA WATER TRANSIT AND DEFENSE CORP., 


WARREN H. McBrypDs, 
Chairman of the Board. 


San Francisco, Carir. 
Hon. Rosert E. JoNgEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 
While I am unable to attend your Los Angeles hearing in connection with the 
water resources and power recommendations of the Hoover Commission I will 
appreciate your recording my strong personal endorsement of these 


recommendaticns. 
J. D. ZELLERBACH. 
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San FRANcIscoO, CALIF. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 

As a member of the California Committee for the Hoover Report we believe 
adoption of the Commission’s recommendations on water resources and power 
will lead to the great development of our country. Regret inability to attend 
your hearing. 











Vivien Berry. 







San FRANCISCO, CALIF. 
Hon. Rosert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles, Calif.: 

Absence from State prevents attendance at Los Angeles meeting as a member 
of the California committee. I believe the general sentiment in my area to 
be the same as mine, which is vigorous support of the Hoover Commission 
recommendations. 









ALLARD A. CALKINS, 
Anglo California National Bank. 







SAN FRANCISCO, CALIF. 





Hon. Rosert HB. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 

As a member of California Citizen’s Committee for Hoover Report, regret I 
cannot attend your hearing, being held in Los Angeles, but want to join many 
others from this area who favor Hoover Commission recommendations and urge 
your favorable action thereon. 










ARTHOR W. Towne, 







Los ANGELES, CALIF. 






Hon. Rosert EB. Jones, 
Subcommitiee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 
Regret inability to attend hearing in person. As member of the California 
Commission for the Hoover Report I strongly support Hoover Commission rec- 
ommendations and urge their adoption. 








B. W. Carrer, President, 
Broadway-Hale Stores, Inc. 







BuRLINGAME, CALIF., 
December 6, 1955. 






Hon. Rosert EB. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 

Due to previous commitments I will be unable to attend hearing December 
7. As a member of Citizens Committee for Hoover Report representing San 
Mateo County I strongly urge you support the Hoover Commission’s recommenda- 
tion on water sources and power. 











Mrs. HERBERT SCHICK. 









San Francisco, Carir. 
December 6, 1955. 





Hon. Rosert EB. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 
Regret I am unable to attend the hearing on water resources and power 
recommendations of Hoover Commission. This is of importance not only in the 
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preservation of the essential vitality, of our Republic but to California where 
adequate water supply is such a critical.problem. Our statewide water projects 
are monumental in their cost and will require great financial obligations by the 
taxpayers. Power from multiple-purpose projects should be paid for and dis- 
posed of through existing private systems and thus minimize capital outlay 
by taxpayers for transmission and distribution facilities. Hoover Commission 
recommendations are intellectually honest as well as technically sound and pro- 
vide solutions which are fair to all sections of the United States. As a member 
of California Committee for Hoover Report and a citizen active in civic affairs, 
I urge the adopton of Hoover Commission recommendations. 


Rosgert A. Horney, 
San Francisco, Calif. 


Los ANGELES, CALIF. 
December 6, 1955. 
Hon. Rosert E. JOoNes, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 


Sincere regret my inability to attend your meeting today. Therefore am 
taking these means of expressing my full approval of the committee recom- 
mendations as a member of the California Citizens Committee for the Hoover 
Report. My conclusions are strongly supported by my many friends and asso- 
ciates in this territory and we hope this hearing will bring about the desired 
results which will be of great importance to our Commonwealth. 

A. J. Goox. 


SAN FRANCISCO, CALIF. 


December 6, 1955. 
Hon. Rosert EB. Jones, 


Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 


Regret inability personally attend subcommittee meeting. Los Angeles to 
express strong endorsement of the recommendations of the Hoover Commission. 
James L, MurpPHY. 


SAN FRANCISCO, Catir., December 6, 1955. 
Hon. Rosert B. Jones, 


Chairman, Subcommittee on Water Resources, 
Federal Building, Los Angeles: 

Regret cannot attend meeting, but being member of the Citizens Committee 
for the Hoover Report, let me urge you to do all you can to further the recom- 
mendations of the Hoover report. 

F. B. MAGRUDER. 


OAKLAND, CALir., December 6, 1955. 
Hon. Rosert E. Jonss, 
Chairman, Subcommittee on Water Resources and Power, 
Government Operations Committee, 
Federal Building, Los Angeles: 


Regret inability to attend hearing. As member of California committee, urge 
acceptance of the Hoover report pertaining to water resources and power, this 
being the sentiment of this area. 

K. B. MorrisH. 


SAN FRANCISCO, CALIF. 
Hon. Rosert EB. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 


Regret that I will be unable to attend subcommittee hearing today on water 
resources and power recommendations of the Hoover Commission. As a member 
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of the Citizens Committee for the Hoover Report, felt it my responsibility to 
make known to your subcommittee that I personally favor the recommendations 
set forth in the Hoover report and that sentiment of individuals in the bay area 
with whom I have had occasion to discuss the Hoover Commission recommenda- 
tions leans heavily in favor of adoption of these recommendations. 

H. D. CoLiier. 


BoRREGO SPRINGS, CALir., December 6, 1955. 
Hon. Roszert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 
Regret exceedingly that I cannot attend your subcommittee hearing tomorrow 
I want to endorse as strongly as I possibly can all 15 of the water and power 


recommendations of the Hoover Commission. 
PHILLIP BANCROFT, 


Walnut Creek Farmer. 


MONTEREY, CaALi¥., December 6, 1955. 
Hon. Rospert E. JONES, 
Federai Building, Los Angeles: 
Regret inability to attend meeting December 7 on water resources and power. 
I believe I express the overwhelming sentiments of the people of this region 
when I state that they are solidly back of the recommendation of the Hoover 


Commission. 
S. F. E. Morse, 


President, Del Monte County. 


Los ANGELES, CALIF. 
Hon. Rosert E. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angetes: 

My associates and I cannot urge too strongly support of Hoover Commission 
reconmendations. Only regret that being out of town will prevent me from 
attending your hearing. 

MAXWELL C. KING, 
President, Pacific Finance Corp. 


Los ANGELES, CaALiF., December 6, 1955. 
Hon. Rosert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 

Regret my absence from city during California hearing on Hoover Commission 
Water Resources and Power recommendations, Our position on national water 
policy in complete agreement with Hoover Commission and as such we respect- 
fully request your favorable consideration on these proposals as the expression of 


southern California industry. 
R. B. Coons, 


Vice President, American Potash & Chemical Corp. 


OAKLAND, CALir., December 6, 1955. 
Hon. Rosert E. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Federal Building, Los Angeles: 

So important are the recommendations on water resources and power in the 
Hoover report that they merit undelayed adoption by the Government. Waste 
and inefficiency in the Federal Government today jeopardize national solvency. 
Your favorable consideration of the Hoover report recommendations is respect- 
fully requested. 

JAMES R. Moore, 
Vice President, Moore Dry Dock Co 
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BULLOCK’s, INC., 
Los ANGELES, December 2 1955. 
Hon. Kospert E. JONEs, 
Chairman, Subcommittee on Water Resources and Power, 


House Government Operations Committee, 
Los Angeles, Calif. 


Dear Mr. Jones: Due to my inability to attend the hearing of your subcom- 
mittee on the water resources and power recommendations of the Hoover Commis- 
sion, I should like the privilege of expressing my support of these recommenda- 
tions by letter. 

As a member of the California committee for the Hoover report, I have paid 
much attention to the sentiments of community leaders in California on the 
questions to come before your subcommittee. I feel that these sentiments are 
strong and united in favor of the Hoover recommendations, and I add my own 

mvictions relative to their merit. 

I regret my inability to be present at the hearing. 

Yours very truly, 
P. G. WINNETT. 


Rosert R. Bowen, 
San Francisco, Carir., December 2, 1955. 
Hon. RoBertT BE. JONES, 
Chairman, Subcommittee on Water Resources and Power, 
House Government Operations Committee, 
Los Angeles, Calif. 


Dear Mr. Jones: I understand that there is to be a hearing by your subcom- 
mittee, December 7 and 8, in Los Angeles, on the Hoover Committee’s water 
resources and power recommendations. 

I regret very much that I will be unable to attend this hearing personally. I 
would like to take this opportunity, however, to state that as an individual and as 
a member of the California committe for the Hoover report, I am strongly in favor 
of the recommendations of the Hoover Committee and as far as I am able to 
ascertain, public sentiment in this part of California is highly in favor of the 
Hoover Commission’s recommendations. 

Respectfully, 

Rosert R. BOweEn. 


Los ANGELES CHAMBER OF COMMERCE, 
December 6, 1955. 
Hon. Ropert EF, JONEs, 
Chairman, Subcommittee on Water Resources and Power, 
House of Representatives, Los Angeles 12, Calif. 

DEAR CONGRESSMAN JONES: The Los Angeles Chamber of Commerce, through 
committee action and approval by our board of directors, is on record endorsing 
the principles and objectives underlying the recommendations of the Commission 
on organization of the executive branch of the Government. 

Action with respect to the specific proposals of the Commission is under consid- 
eration at this time. Because of the serious and important nature of the recom- 
mendations involved, we are giving a great deal of time and study prior to making 
our recommendations. 

Accordingly, we are not in a position to present a statement to your committee 
at this time. We will appreciate it, however, if we may have the opportunity to 
file our recommendations with your committee at a fairly early date. 

We thank you for your consideration. 

Sincerely, 
Harotp W. WRIGHT, 
General Manager, 


FREEWATER, OREG., December 2, 1955. 
REPRESENTATIVE R. E. JONES, 
Chairman, Special Subcommittee on Water Resources and Power. 

DEAR Mr. JoNES: Understand that the committee of which you are chairman 
will hold hearings at the above address on Monday and Tuesday, December 5 
and 6, 1955, on water resources and power and would like to make a few state- 
ments on the subject. 
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I am not familiar in detail of the Hoover Commission’s report but have 
studied the report enough to feel that it has a great deal of merit and should 
be given serious consideration by the Congress. 

It is my thought that if the economy of the United States is to be kept in a 
healthy condition it is high time that the Congress and administration start 
working to that end by first balancing the budget and second by starting a 
program of an annual reduction of the tremendous national indebtedness and 
at the same time give a great deal of consideration to some tax reduction. 
Some may ask how all this is to be done and my simple answer is to economize. 

I feel greatly disturbed at the financial condition of our Government and 
feel that during the past many years that there has been too much of a dispo- 
sition to ignore the stability of our Government which cannot lead to anything 
but financial ruin and a definite start must be made to change the direction to a 
sound financial condition. This cannot be done by wasteful methods such as 
has been used for many years past. 

I feel that the Hoover Committee has gone a long way toward recommending 
the right way to change our Government to a sound basis if its recommendations 
are given the consideration they are entitled to. 

Very truly yours, 
H. 8. MuprRay. 


St. ELIZABETH HOSPITAL, 
Baker, Oreg., December 3, 1955. 
Hon. Rosert B. JONEs, 
Multnomah Hotel, Portiand, Oreg. 

Deak Sir: I hope that you will take the time to read my letter and I wish to 
thank you in advance for your consideration in doing this. 

It has been brought to my attention that your Government subcommittee, 
that was set up to study the Hoover Commission’s report on water resources 
and power, is to hold a hearing in Portland, Monday and Tuesday, December 5 
and 6, at the Portland auditorium. 

Since it will be impossible for me to be there to attend this meeting, much as I 
would like to, and since I am the vice president of the State Junior Chamber of 
Commerce, which is one of the sponsors of the Hoover report, I wish to tell you 
that I definitely approve of the Hoover Commission report. 

As a young businessman, I feel that we have a great stake in running efficiently 
the Federal Government. In fact, I believe the Hoover Commission has done 
a great job in trying to analyze the workings of our Federal Government. 

It is also my opinion that this has been done on an impartial political basis 
and I do not believe politics should enter into this Commission. It would seem 
to me, therefore, that you should be unbiased and line witnesses on both sides 
of the fence. And I do not mean by that Democrat or Republican. But those 
who, for one reason or another, are opposed to the recommendations and 
those who are in favor of the recommendations concerning the Commission’s 
recommendations on the water resources and power. 

If you have your committee do that, I am sure that you will have done a good 
job and that you ought to be highly commended for it. 

Sincerely, 
Rosert A. PAULSEN, 
Manager. 


Mr. Liescoms. I would like to enter a telegram sent to me in care of 
the committee from the Honorable Herbert Hoover. 

Mr. Jones. Without objection, the telegram will be made a part of 
the record. 

(The telegram referred to is as follows :) 


New York, N. Y., December 8, 1955. 
Congressman GLENARD LIPSCOMB, 
Federal Building, 
$12 North Spring Street, Los Angeles: 

We are grateful to you for your endeavors to keep the facts straight in these 
hearings concerning the real purposes of the Commission and its recommenda- 
tions regarding water resources and power. There has been great misrepre- 
sentation by persons ignorant of the Commission’s actual recommendations. 
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The Commission recommended the full development of water resources. Its 
purpose was to secure definite national policies which would eliminate over- 
lapping, duplication, and waste. The Commission endorsed the building of 
multiple-purpose dams and the incidental production of electrical power. It 
recommended against the sale of any existing plants. It recommended disposal 
of newly constructed hydroelectrical power to States, municipalities, or private 
enterprise on such terms as would protect the Federal Government. It objected 
to the invasion by the Federal Government of State regulation, State’s rights, and 
the failure to pay local taxes. In its major recommendations as to the conduct 
of existing Government power enterprises, the Commission followed 12 explicit 
policies announced by the Eisenhower administration. 

Hersert Hoover. 


Mr. Jones. I have a telegram also from George Sehlmeyer, Master 
of the California State Grange, stating that he was unable to be here 
and would ask leave to insert a statement for the record. 

Without objection, the telegram and the statement will be received. 

(The telegram referred to is as follows:) 

SACRAMENTO, CALir., December 7, 1955. 
Wu. L. STURDEVANT, 
Biltmore Hotel, Los Angeles: 

Unable to be in Los Angeles tomorrow for hearing Congressman Jones Sub- 
committee on Hoover Commission proposals ; am sending you written statement 
setting forth California State Grange position; statement being mailed here 
this morning ; kindly hand to Congressman Jones tomorrow. 

GeO. SEHLMEYER, 
Master, California State Grange. 


(Mr. Sehlmeyer’s statement follows :) 


STATEMENT OF GEORGE SEHLMEYER, MASTER, CALIFORNIA STATE GRANGE 


The California State Grange, a general farm organization, with membership 
in nearly all rural areas in California, submits the following statement regard- 
ing the proposals of the Hoover Commission, affecting the development of water 
and power resources. 

We find that part of the Commission report affecting REA cooperatives is 
particularly objectionable. If the plans submitted by the Hoover Commission 
are adopted it would result in practically destroying the REA cooperatives, and 
at the same time effectively preventing the extension of the rural electrication 
administration program. These cooperatives have made electric power available 
in many remote rural areas where private utilities refused to extend their service. 

The Hoover Commission proposal that these cooperatives be purchased by 
Government corporation would result in removing the administration from local 
board of directors elected by the power users to a Government corporation which 
might easily be controlled by interests in opposition to these cooperatives. 

The whole program for water and power development submitted by the Hoover 
Commission would result in a breakdown and abandonment of the policy followed 
by the Federal Government for a period of nearly 50 years. 

The statement with which former President Hoover is credited that the Federal 
Government should get out of the power business as quickly as possible is a 
destructive rather than a constructive suggestion and indicates the motivating 
power back of the recommendations is not only to prevent further development 
of our natural resources in the interest of the people, but to disrupt those now 
in operation. 

The great central valleys project in California may well be taken as an example 
of the value of construction of water and power projects by the Federal Govern- 
ment. Not only is the project repaying the Federal Government in advance of 
the requirements set forth in the authorization, but likewise increased income 
taxes, if computed in connection with the project, would result in the Federal 
Government receiving a fair rate of interest on the entire cost. 

Large multiple projects should be constructed by the Federal Government. It 
is only when electric power is developed by a project and the sale of electric 
energy can be used to amortize the cost of water that it becomes possible to 
deliver water to irrigation at a cost they can afford to pay. 
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Wherever water is impounded by Federal funds and electric energy is developed 
by the project, such electric power should be made available to users in accord 
with the preference clauses in reclamation law and the energy should be trans- 
mitted to load centers by Government transmission lines in order that all power 
users may benefit from the construction of the project. 

The so-called partnership program advocated by the Department of the Interior 
should be rejected. When public funds are used to impound water and electric 
energy is developed it would be against the best interest of the people to allow 
a private utility take over the power developed and resell it to power consumers 
at a profit. 

The development of water and power resources constitutes a major issue not 
only in California but in many other States throughout the country. The Federal 
Government should participate in this development by constructing multiple- 
purpose projects which affect the economy not only of a single State but generally 
several States. 

The Hoover Commission report regarding water and power developments 
indicates a strong leaning toward the interest of private utilities with little 
for the best interest of the people in the areas where multiple projects may be 
constructed. 

The California State Grange, therefore, recommends the Hoover Commission 
report affecting future water and power development and the recommendations 
regarding those projects now in operation be rejected. The recommendations 
of the Commission are not in the interest of the people in the areas affected. 


Mr. Jones. I wish to express our appreciation to you, Mr. Lipscomb, 
and the California delegation. Also to the building superintendent 
and the building attendants for the generosity and courtesy which 
we have been accorded, and to the many witnesses who have taken the 
time and trouble to appear here and present their statements. This 
has been an excellent hearing. We had the opportunity of hearing 
some fine and expert testimony. We had the opportunity to visit Cali- 
fornia, which has been a great thrill for me, and I am sure it has been 
for Mrs. Griffiths also, who was with us yesterday. From now on when 
I am chairman of a subcommittee I think we are going to have an 
extended hearing in the city of Los Angeles. 

Mr. Liescoms. Mr. Chairman, I want to thank you before you 
adjourn the meeting for bringing the subcommittee into the great 
State of California and giving all of the people who desired to, an 
opportunity to testify and set forth their opinions of the problems 
we have. You gave the citizens of California a thrill and I am sure 
the record they have brought forth will be of value in the consideration 
of the subcommittee. 

Mr. Jones. Thank you very much. The committee is now adjourned 
until Monday, 10 a. m., at Austin, Tex. . 

(Whereupon, at 5: 25 p. m., the hearing was adjourned until 10 a. m., 
Monday, December 12, 1955, Austin, Tex.) 

(The names of people requested to appear as witnesses, and the 
letters of invitation to the Los Angeles hearing are as follows:) 

In press releases issued through the subcommittee office on November 16 and 
29, Congressman Lipscomb announced the dates of the Los Angeles hearing and 
also announced that in addition to general public notices, letters of invitation 
had been sent to all Members of Congress from California, to the Governor and 
other State officials, to all members of the California State Assembly and the 
State Senate, and to officials of the city and county of Los Angeles. A typical 
letter follows: 

NOVEMBER 14, 1955, 

My Drar : This is to notify you that the Special Subcommittee on Water 
Resources and Power, a subcommittee of the Committee on Government Opera- 
tions, a committee of the United States House of Representatives, is presently 
scheduled to hold hearings in Los Angeles, Calif., on Wednesday, December 7, 
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1955, and Thursday, December 8, 1955. The exact time and place of the hearings 
will be announced later. 

The special subcommittee is conducting public hearings throughout the United 
States to obtain expressions of views by interested members of the public with 
respect to the Water Resources and Power Report of the Commission on Organ- 
ization of the Executive Branch of the Government (Hoover Commission) which 
was transmitted to the Congress in June 1955. The four major programs dealt 
with in the Commission’s report are‘flood control, navigation, reclamation and 
irrigation, and power. 

Hon. Robert E. Jones (Democrat, Alabama) is chairman of the special sub- 
committee. Other members of the subcommittee are Hon. Henry 8S. Reuss (Demo- 
crat, Wisconsin), Hon. Martha W. Griffiths (Democrat, Michigan), and myself, 
the only Republican member appointed to the subcommittee. Hon. William L. 
Dawson (Democrat, Illinois), chairman of the full committee, and Hon. Clare 
E. Hoffman (Republican, Michigan), ranking minority member of the full com- 
mittee, are ex officio members of the special subcommittee. 

Should you or any State officials or any members of the public be interested 
in appearing at the subcommittee’s hearings, or should anyone merely wish to 
be kept advised by the subcommittee staff of the latest information with respect 
to these hearings, I would suggest either that I be contacted directly or that 
Chairman Jones be contacted at the following address: 

Hon. Robert E. Jones, Chairman, 

Special Subcommittee on Water Resources and Power, 
House Committee on Government Operations, 

4840 New General Accounting Office Building, 
Washington 25, D. C. 

If I can be of any service to you in this matter, please feel free to call upon 
me. I shall be in Los Angeles this week working on arrangements for the 
hearings, and can be contacted at NOrmandy 1—2106. 

With all good wishes. 

Sincerely yours, 
GLENARD P. LIPSCOMB, 
Member of Congress. 


In addition to the Governor and members of the California Legislature, in- 
vitations were sent the following State officials: 

Mr. A. Alan Post, legislative auditor, technical staff, legislative budget com- 
mittee, State of California. 

Mr. A. D. Edmonston, State engineer, chief of division of water resources, 
department of public works, State of California. 

Mr. Frank B. Durkee, chairman, water project authority, department of public 
works, State of California. 

Mr. C. A. Griffith, chairman, State water resources board. 

Mr. DeWitt Nelson, director, department of natural resources, State of 
California. 

Others invited were: 

Hon. Herbert C. Legg, chairman, board of supervisors, Los Angeles County. 

Hon. Norris Poulson, mayor, city of Los Angeles. 

Upon request of the following individuals, time was allotted to themselves 
or their organizations to testify: 

Neil Petree, chairman, Southern California Citizens Committee for the Hoover 
Report. 

F. V. Frey, secretary, California Municipal Utilities Association. 

Mrs. Grace McDonald, executive secretary, California Farm Research and 
Legislative Committee. 

Robert B. River, secretary, California Water & Power Users Association. 

George Sehlmeyer, master, California State Grange. 

Andrae Nordskog, Los Angeles. 

CIO and AFL were invited by telephone in Los Angeles. 
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(The following letter and statement from the Stockton, Calif., port 
district were subsequently received by the subcommittee :) 


Port oF STOCKTON, 
Stockton, Calif., January 12, 1956. 
Hon. Rosert E. Jones, 
Chairman, Special Subcommittee on Water Resources and Power, 
Committee on Government Operations, 
United States House of Representatives, Washington 25, D. C. 


DEAR CONGRESSMAN JONES: There is transmitted herewith five copies of a state- 
ment on behalf of Stockton port district in protest against proposals to impose 
user charges on inland waterways. 

Unfortunately we did not receive any advice that hearings were to be held 
by your subcommittee in Los Angeles, and had no opportunity to make our views 
known at that time. 

We understand, however, that special permission was given by you for other 
interested groups not appearing at the Los Angeles hearings to submit state- 
ments of their positions on or before January 15, 1956. 

These statements are offered in accordance with this special permission. 

Very truly yours, 
C. W. PHEtps. Trafic Manager. 


STATEMENT OF STOCKTON Port District IN PROTEST AGAINST PROPOSALS TO 
Impose User CHARGES OR TOLLS ON INLAND WATERWAYS 


The Stockton port district was not advised that hearings were to be held by 
this subcommittee in Los Angeles and, therefore, had no opportunity to present 
a statement or to be heard before the subcommittee at that time. Because of 
the vital importance of this subject, the Stockton port district now desires to pre- 
sent this statement to the subcommittee and respectfully requests that its state- 
ae be duly noted and made a part of the record of the subcommittee on this 
subject. 

It is our desire to be as brief as possible and for this reason the statement may 
not be as complete as might otherwise be the case and some of the issues that are 
pertinent are not discussed. In presenting our views we have more or less con- 
fined our discussion to a local situation. We are aware, however, that other 
groups have offered testimony to the subcommittee dealing with the subject on a 
broader basis. We concur with the views of others appearing in opposition 
to the proposal. 


DESCRIPTION OF THE STOCKTON PORT DISTRICT 


The Stockton port district is a public corporation formed for municipal pur- 
poses existing by and under the laws of the State of California, as recited in the 
Harbors and Navigation Code of the State of California. The Stockton port 
district, more commonly known as the port of Stockton, owns and/or operates the 
public marine terminal facilities at Stockton, Calif. The geographical definition 
of the Stockton port district includes all of the city of Stockton and a portion 
of the county of San Joaquin lying along the Stockton ship channel. The 
marine terminal facilities operated by the port of Stockton are in the main 
designed to accommodate ocean shipping although certain facilities accommodate 
only shallow-draft vessels. In addition to the facilities operated directly by the 
port of Stockton there are certain marine facilities owned by private interests. 
These accommodate only shallow-draft vessels. Additionally the United States 
Navy is the owner of Rough and Ready Island which fronts on the Stockton 
ship channel immediately downstream from the port of Stockton. At this loca- 
tion, comprising some 1,500 square acres, the Navy has constructed the extensive 
facilities of the Stockton Navy Supply Annex. These Navy facilities include 
6,303 lineal feet of wharves designed to accommodate ocean shipping and at the 
present time these wharves also serve as the base for some 30 vessels mothballed 
in the Pacific Reserve Fleet. 

The port of Stockton lies at the easterly end of the Stockton ship channel some 
75 nautical miles from the Golden Gate at San Francisco. Vessels proceeding 
to Stockton traverse San Francisco Bay, San Pablo Bay, Suisun Bay and thence 
the San Joaquin River and the Stockton ship channel to Stockton. Some 300 
to 400 oceangoing vessels annually follow this route to Stockton. The tonnage 
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handled at the port of Stockton approximates 2,000,000 tons annually for recent 
years. 
POSITION OF THE STOCKTON PORT DISTRICT 


Among the recommendations of the Hoover Commission is one that user charges 
or tolls should be imposed upon inland waterways that are federally aided. At 
first glance this might appear to be a sound businesslike proposal, however, when 
it is properly analyzed from a reasonable yet honest approach it assumes a dif- 
ferent character—that of a cancerous sore that destroys the body on which it 
feeds. 

The Stockton port district, a political subdivision, representing the local public 
sincerely believes and urges this subcommittee that to impose such user charges 
on waterways is not in the interests of the public at large but instead results in 
injury to the said public. The Stockton port district, therefore, suggests that 
such proposals should not be adopted. 


FEDERAL AIDS TO THE PORT OF STOCKTON 


The port of Stockton, and more particularly the Stockton ship channel, be- 
came an authorized Federal project under House Document 554, 68th Congress, 
2d session. This House document was preceded by extensive investigations and 
surveys by the United States Corps of Engineers to determine the project was un- 
questionably for the public interests and welfare and that it therefore was en- 
titled to receive Federal aid to be paid for by the taxes of the general public. 

The terms of said House Document 554 provided that in addition to the aids 
to be provided by the Federal Government, local interests were to pay one-half 
the cost of dredging the channel, were to purchase and provide to the Federal 
Government all the necessary rights-of-way, the needed spoils areas for disposal 
of dredged material, and further, that local interests were to bear the mainte- 
nance of levees along the channel. In addition local interests were to provide 
the construction of suitable terminal facilities designed to accommodate ocean- 
going vessels. 

Beyond the original dredging or deepening of the Stockton ship channel, the 
only requisite on the Federal Government was that the Corp of Engineers would 
continue to maintain a navigable waterway. They had been doing this already 
for a considerable number of years although the waterway was previously of a 
lesser depth. 

In the case of the Stockton ship channel and the port of Stockton, local in- 
terests have fulfilled all of their obligations embodied in their agreement with 
the Federal Government for the improvement of the Stockton ship channel and 
the construction of the port of Stockton. To date the Federal Government has 
likewise fulfilled all its obligations in connection with this project. It may be 
of interest to the subcommittee to show the moneys invested by the various in- 
terests in the Stockton ship channel and the port of Stockton as of March 7, 1955. 
These are as follows: 


PaO SINGER I ainsi iptehcnreninlio eigen diinten ettipensbios amma easy $4, 681, 134. 13 
a na ain ws acres Sera nina natant ag DALE 3, 231, 901. 93 
I Oe a ssemser qumsipnemaee cjieusnapennpipen 510, 500. 00 
a a 857, 904. 44 
TF sc ne 3, 585, 879. 37 

a a ee ee 12, 867, 319. 87 


The above figures are exclusive of maintenance and since their compilation 
there have been considerable additional funds invested by the Stockton port 
district but it will be noted that the Federal funds invested in this project repre- 
sent only about 25 percent of all public funds invested therein. 

According to reports of the Chief of Engineers, United States Army, the total 
of Federal funds spent for maintenance on the entire San Joaquin River, in- 
cluding the Stockton ship channel, through June 30, 1954, total only $3,208,843. 
The Stockton ship channel was opened to deep draft navigation in 1932 and it 
is not known whether or not the engineers’ maintenance figures may precede 
that date. However, for the 22 years that the port of Stockton has been open 
to oceangoing vessels, the total maintenance figure indicated above results in an 
annual expenditure of only $145,856. 

The Federal Government has already more than amortized this maintenance 
cost in national defense benefits alone. 
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In considering the question it is well to remember that before any Federal 
aid was made available to the Stockton project, local interests were required 
to commit themselves to the expenditure of heavy amounts of local public money 
and they were further required to show unquestionably that the project well 
qualified itself from the standpoint of being in the public interests and a public 
need. A proposal now to impose user taxes on this waterway would do two 
things. First, it would place the Federal Government in the position of reneg 
ing on its original arrangement with local interest under which the Federal 
Government agreed that the need of maintaining the waterway was in the 
interests of the national interests and therefore entitled to tax funds from the 
public at large. Secondly, it places local public interests in an embarrassing 
position of having a very heavy financial investment prejudiced by the imposition 
of a penalty against the facilities they constructed with local money. 


THE EFFECT OF USER TAX ON AGRICULTURAL INDUSTRY 


Stockton, Calif., lies in the center of the Sacramento and San Joaquin Valleys, 
probably one of the richest agricultural areas in the entire Nation. The inland 
waterways serving the port of Stockton are used to transport tremendous 
amounts of agricultural commodities produced in these valleys. These agri- 
cultural products are barley, corn, rice, cotton, beans, dairy products, wool, 
dried fruits, and canned fruits and vegetables. The welfare of agriculture re- 
lates directly to its ability to market its produce both to domestic markets and 
to export markets as well. The imposition of user taxes on inland waterways 
would merely serve to place an additional block against the ability of the farmer 
to market his goods. With the American farmer in competition in the world 
markets against the products of other countries any additional burden placed 
upon him only serves to forestall his ability to compete, thereby resulting in 
the creation of additional stockpiles of surplus farm commodities. 

It is particularly significant to note that the United States Department of 
Agriculture through the Commodity Stabilization Service makes heavy use of 
the facilities of the port of Stockton and the inland waterways that serve it for 
the disposal of surplus farm commodities handled by that agency. Very heavy 
tonnages of grain, rice, dried beans, and powdered milk and other products are 
exported through the port of Stockton by the CCC. The CCC uses these facili- 
ties at stockton because the port of Stockton is closer to the point of production 
of the commodities than is any other port. Consequently the CCC realizes lower 
costs of transportation through use of the port of Stockton. The imposition of 
the user tax on the inland waterways at Stockton would merely serve to increase 
the marketing costs of the Commodity Credit Corporation and in the long run 
the Federal taxpayer would be footing the bill. This would in effect be “robbing 
Peter to pay Panl.” 


THE EFFECT ON UNITED STATES MERCHANT MARINE 


It is not necessary to go into any long discussion on the effect of the user 
charge upon the American merchant marine. Unquestionably the subcommittee 
is fully cognizant of the importance of the merchant marine to the national 
welfare. It suffices to point out that the imposition on user taxes on inland 
waterways is only going to result in a further burden on American shipping. 
The imposition of user taxes on waterways would have a retarding effect on the 
trade of this country and would thus directly effect the welfare of our Americar 
merchant marine. The adoption of such a proposal may well iead to comparable 
retaliation on the part of other nations thus further depleting our international 
trade and our national welfare. 

In connection with our domestic water transportation it must be remembered 
that it suffers from intense competition from other forms of transportation and 
the imposition of the user charge on waterways must of necessity be directly 
felt by domestic steamship operators. The post World War II years are full of 
examples of the depletions suffered by our domestic water transportation sys- 
tem from being caught in an economic squeeze. On the one hand it is faced 
with constantly rising costs from labor, materials, and services; on the other 
it is caught beneath a ceiling above which they cannot raise rates, due to com- 
petition from railroads and trucks. If user taxes were imposed on inland 
waterways it would constitute an addition to the total cost of water transporta- 
tion. Thus the services of water transportation become less attractive to the 
shipping public. It obviously follows that this condition must of necessity 
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affect the welfare of the American shipowner, who is also a taxpayer. The 
stifling of his ability to continue to earn a living naturally affects his ability to 
continue to pay taxes. Certainly the national interest is not best served by such 


conditions. 
NATIONAL DEFENSE FEATURES OF THE STOCKTON CHANNEL 


As we have recited previously the United States Navy has constructed a large 
important depot at Stockton on the Stockton ship channel. It is public record 
that one of the reasons for the selection of this particular site for the construc- 
tion of this depot was the availability of a deep water channel capable of ac- 
commodating ocean-going vessels. Since its construction, the United States 
Navy has made good use of this depot and the Stockton ship channel that 
serves it. 

In addition the United States Army has established very extensive depot 
facilities at Lathrop, Calif., with annexes at Lyoth, Calif., and another in Stock- 
ton, Calif., immediately adjacent to the port of Stockton. All of these Army 
depots are in active service and are deemed vital to the national defense picture 
as a whole. 

During World War II the physical plant of the port of Stockton was taken over 
and operated by the United States Army, both for storage purposes and sub- 
sequently as a subdepot of the San Francisco Port of Embarkation. It is 
interesting to note that during World War II the Army alone shipped over a 
quarter of a million tons annually through the port of Stockton’s facilities via 
ocean-going vessels. During the recent Korean war, the same facilities again 
served the Army’s needs moving an excess of 300,000 tons per year. These figures 
do not include heavy tonnages moved by nonmilitary Federal agencies such as 
the Department of Agriculture and the General Services Administration. 

It is already admitted by the military that the port of Stockton is important 


in the national defense picture for its ability to supplement seaccast port facili- 
ties and to act as a primary port in the event seacoast ports are immobilized 


because of attack. It would be conservative, indeed to say that the actual 
dollars and cents savings the military agencies have realized through the port of 
Stockton together with its national defense potentialities adequately compen- 
sates for the relatively low maintenance expense incurred in maintaining this 
navigable waterway. 

SUMMARY REMARKS 


In this statement we have not touched on the legal aspects of the proposal to 
impose user taxes on waterways. We have refrained from doing so knowing that 
others have brought this to the attention of the subcommittee in one form or 
another. It has been our desire to limit our statement to the practical aspects 
instead. It is interesting to point out, however, that while the Hoover Commis- 
sion proposes that a user tax or tolls should be imposed against the users of 
inland waterways the definition of this term “inland waterways” is by no means 
clear. An attempt to arrive at a definition leads to vexatious and complicated 
legal questions. Among them is the question of potential discrimination between 
various communities of the United States that happen to be located on harbors 
federally aided or not. 

CONCLUSION 


In conclusion we would like to leave this observation with the subcommittee: 

Today under our system of government it is believed that the welfare of the 
Nation is directly related to the welfare of the farmer. Because of this, the 
farmer is aided through subsidies, conservation programs, and other Federal aids 
to maintain him. The assumption is that the public at large benefits therefrom 
and therefore that public pays the cost of these programs through taxation. 

Similarly throughout our history the Federal Government has assumed juris- 
diction of the navigable waterways and the improvement and maintenance of 
these waterways. Behind this is the sound belief that an adequate system of 
waterways and harbors is necessary to the commerce, trade, and welfare of the 
entire Nation. It is not just a local benefit. Today the public also pays for these 
benefits through taxation, local, as well as national. The national interest will 
not be served by the impractical imposition of user charges or tolls on these 
waterways. 
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If there be any question as to the public need or benefit from improvements on 
waterways and the subsequent maintenance thereof the proper time to apply the 
test is before the improvement is made—not later in retrospect. 

The Stockton port district in the public interest urges that an unfavorable 
report be made against that portion of the Hoover Commission’s report or any 
other proposal for legislation seeking to establish user charges or tolls on our 
domestic waterways. 

Respectfully submitted. 

C. W. PHELPs, 
Trafic Manager. 
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